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Versatile WHITE 300 
Saves Aerial 
Servicing Time 


White 3000 
OFT: Study 


HERE IS the entirely new find of truck that is 
functionally designed for more work. .. in less 
time ... at lower cost. The White 3000 adds 
new efficiency to light and power maintenance 
Operation because it is engineered to exact 
work requirements. 


For example, this aerial unit is ideal for street 
light maintenance, inspection and maintenance 
of aerial cable, tree-trimming, street light bulb 
replacement and emergency overhead work. 


The White 3000 design provides better weight 
distribution because weight has been shifted 
forward ...low frame height gives added stability 
and permits greater reach and rigidity. 


The White 3000 can be engineered to your 
exact needs. Ask your White Representative for 
full information. 


ower installation to the rear of 
e rear axle on the White 3000 
made possible by ideal weight 
istribution that permits elevat- 
height of 35 feet. Unit has 
47 in. wheelbase and saves Os 
aneuvering time on the job. Na 


WHITE MOTOR COMPANY 


Cleveland 1, Ohio 
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petuation of the free enterprise sys- 
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This mammoth draw bench installed by 
Babcock & Wilcox introduces into America 
a unique method for faster forming of 
headers and other seamless hollow forgings 
for the high pressure and temperature con- 
ditions in modern steam generating units. 
This method uses less steel, is quicker and 
more flexible than previous procedures . . . 
heavy-wall piping and hollow boiler parts 
up to 35 inches outside diameter with 41/- 
inch walls and 22 feet long are forged with 


great speed. 





- — 


Huge steel plates 42 feet long are formed into sections 
of massive boiler drums on a new press installed by 
Babcock & Wilcox. Largest ever built for this purpose, 
the press is speeding fabrication of power plant boilers 
by considerably reducing total plate bending time and 
permitting use of fewer and larger boiler drum sections, 
thus eliminating welding and X-raying of additional 
seams required when smaller plates are used. The new 
press, designed and under construction in advance of 
the electric companies’ record power expansion, bends 
thicker boiler drum plate than does any other equip- 
ment now in operation, and enables B&W to build 
steam generating units for the highest pressure and 
temperature conditions that may be anticipated. 





hy 





Highlighting.a multi-million dollar expansion program at 
Babcock & Wilcox are two new giant machines to speed 
production of steam generating equipment for America’s 
electric companies. Along with other new production 
facilities, more trained personnel, and three additional 
plants, these new machines are geared to forecasts of, 


and B&W’s faith in, power’s future. - ps BABCOCK 
& WILCOX 














) ree any other erstwhile tabby kitten 
which has grown to tigerish pro- 
portions, the problem of so-called “creep- 
ing Socialism” is more easily deplored 
than corrected. People who don’t like 
Socialism in America—and that prob- 
ably means most of us if we have thought 
very seriously about it—find good rea- 
son to be concerned over the steady 
march of Uncle Sam inio the sphere of 
private business. 


But when we get down to the brass 
tacks question of arresting this move- 
ment, and correcting the encroachments 
which have taken place, we find a num- 
ber of different plans. They are so varied 
that the whole idea of doing something 
about creeping Socialism could fail for 
the old familiar reason of too many 
cooks. This is not to imply that there is 
already an ideal plan. But it would seem 
that a number of approaches should be 
examined and an effort made to unite on 
the final decision. 


ForMER Mobilization Director Charles 
IX. Wilson, for example, had one excel- 
lent idea for turning government busi- 
ness ventures back into the tax-paying 
economy through an exchange of securi- 





WILLIS E, STONE 
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ties for defense bonds in the hands of 
private citizens. Representative Coudert 
(Republican, New York) has proposed 
a congressional investigation of some- 
what similar action in the form of a Fed- 
eral statute. Again, there is the indirect 
approach of putting a ceiling on the tax- 
ing powers of the Federal government 
through a constitutional amendment. 
This already has been approved by a 
number of states. 


i §- opening article in this issue sug- 
gests a still more direct approach 
by constitutional amendment. It is an 
amendment which would provide simply 
that the government of the United States 
“shall not engage in any business, pro- 
fessional, commercial, or industrial en- 
terprise in competition with its citizens 
except as specified in the Constitution.” 
Maybe there are bugs in this approach, 
which do not appear on the surface. May- 
be its very simplicity is illusory. But at 
least it is an idea entitled to a respectful 
consideration by a readership so con- 
cerned with the threat of socialistic en- 
croachment as these people who are in- 
terested in utility industries. 


Tus constitutional amendment sug- 
gestion has, at least, the virtue of a broad 
and unified counterattack. And as a mat- 
ter of protection for private enterprise 
it would be one for all and all for one. 
Whether this proposal or any of the 
others, or a combination thereof, should 
be the final decision of those who want 
to get the government out of business re- 
mains to be seen. But at least there should 
be a decision and it should be a united 
one, With that thought in view, we pub- 
lish herewith a frank plea by one of the 
leading proponents of the direct consti- 
tutional amendment approach. 


Wituts FE. Stone, author of this ar- 
ticle, is a direct descendant of Thomas 
Stone, signer of the Declaration of In- 
dependence, As an industrial market 
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What goes on at this Round Table? 


® They could be exchanging ideas on new 


financing . . . discussing the cost of new 
money .. . hearing an expert appraisal of 


long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


‘Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 

These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET . 


Capital Funds over $121,000,000 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 


WituiaM N. Enstrom, Chairman of the Board Ricuarp H. West, President 


Public Utilities Department—Tom P. WALKER, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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analyst and a student of political econ- 
omy, Mr. SToNE has spent his business 
life observing economic relations be- 
tween business and government. Mr. 
STONE is a resident of Los Angeles, Cali- 
fornia, and is president of the American 
Progress Foundation, which sponsors 
the Proposed 23rd Amendment. He is 
active in American Legion affairs and is 
a past deputy district governor of Lions 
clubs. 


P' BLIC utility commissions have no 
money for self-advertising. That is 
probably as it should be, But the fact re- 
mains that what publicity the commis- 
sions do receive is not in a very attractive 
form. The average citizen very likely 
learns about his commission these days 
through news items to the effect that the 
commission has allowed a utility com- 
pany to charge a higher rate for its 
service. 


Ir was to remedy this somewhat un- 
fair situation that one utility recently de- 
cided to give its commission a publicity 
break. 


TuHat is the story told in the article 
which begins on page 146 by BOARDMAN 
(7, GETSINGER, JR. Born in Charleston, 
South Carolina, Mr. GErTSINGER at- 
tended the university of that state and 
served as a U. S. Army Air Force pilot 
in World War IT, after earlier experience 
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ITENRY F. UNGER 


as a newspaper reporter in New Lng- 
land. He joined The Connecticut Light 
& Power Company at the end of the war 
and is now a member of that company’s 
staff. 


* 1K BY * 


EAR-ROUND maintenance tasks of a 

telephone company line crew on the 
crest of the Great Divide is the topic to 
which HeENry F. UNGER, professional 
writer now living in Phoenix, Arizona, 
devotes his attention in the article be- 
ginning on page 159. The efforts re- 
quired to keep telephone circuits in op- 
eration over the backbone of the con- 
tinent are regarded by the author as lit- 
tle short of “heroic.” The article is a 
tribute to all linemen who go about their 
duties in the face of bitter cold or other 
extreme weather conditions. In order to 
tell their story the author became ac- 
quainted with the crew, the service prob- 
lems, and the terrain. 


. 2 8 6 

MPORTANT decisions, preprinted from 

Public Utilities Reports, may be 
found in the back of this issue. 


THE next number of this magazine 
will be out February 12th. 
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One! Top efficiency and accuracy in handling 
your payables accounting: 

* All voucher copies and purchase journal posted 
in one simple, high-speed operation with auto- 
matic proof for each entry 

* Vouchers posted and checks written as needed 
* Work always up to date, facilitating maximum 
discounts 


Two! Fast, accurate summarized facts to help 
you CONTROL your expenditures: 

* Electrically synchronized punch automatically 
prepares a detailed punched-card record of each 
transaction as Operator posts to vouchers 

* Cards thus produced can be tabulated for any 
distributions or analyses your business requires. 





‘money-saving jobs at ‘ low cost... 
with Remington Rand Synchro-Matic 
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One operator does the work ot 
two. One keyboard operates both 
machines because the card punch- 
ing is synchronized with the 
accounting machine keyboard. 














If you already own or rent Remington Rand 
Punched-Card Machines, Synchro-Matic will help 
you get even greater output from them. Or, you 
may contract the tabulating end of the job to 
Remington Rand Business Services — for con- 
venient, and economical preparation of reports 


and statistics. 


Free — Interesting new folder 
| (No. AB-548) describing Syn- 
chro-Matic savings on Accounts 
| Payable. Ask also about Synchro- 
i Matic for Billing, Sales Statistics, 
/ Account Distribution and Pay- 
roll. Phone our local office or 
write to Management Controls 
Reference Library, Room 1647, 
315 Fourth Ave., New York 10. 








Coming IN THE NEXT ISSUE 


* 


PUBLIC RELATIONS FOR PUBLIC SERVICE 


The new Federal administration in Washington is being widely viewed as 
providing an opportunity for public utility industries to consolidate public 
relations. Frank C. Sullivan, well-known public relations consultant of San 
Francisco, California, suggests in this article that they might go further 
and "move into an aggressive position from the standpoint of advancing 
their interests and the interests of private enterprise generally.'' Whatever 
the direction the new administration takes, right, left, or center, the con- 
tinuing necessity for private utilities of all kinds to strengthen and improve 
their cordial relations with the consuming public is apparent. Mr. Sullivan 
reminds us that administrations may come and go over the years, but the 
enterprise system and the utility business remain subject to the good will 
of the American public. 


SHOULD THE PUBLIC PARTICIPATE IN THE REGULATORY PROCESS? 


THE 


THE 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interes? fo public utility regulators, companies, 


JAN. 29 


Can the criticism fairly be made that a regulatory commission even sub- 
consciously decides rate cases on the basis that there are more voting utility 
customers than utility investors? Roger Arnebergh, who has had years of 
experience in handling matters before the California commission on behalf 
of the city of Los Angeles, gives us a positively negative reaction to such an 
unfair implication. He also explains why representatives of the public— 
meaning the utility consumers—have not only the right but the duty to 
participate in regulatory proceedings. He concludes that such participation, 
on the record, has been both beneficial and justified. 


GREAT WHITE COAL MYTH 

In recent years the budget demands of the Tennessee Valley Authority and 
other government power agencies have pretty well disposed of the old 
idea that the Federal government was chiefly concerned in developing cheap 
water power which otherwise would not be utilized. Before the end of next 
year more than half of TVA's generating capacity will be in steam plants 
using coal fuel. Other Federal and local government plants are following 
suit. Alfred M. Cooper, author of business articles, has analyzed this transi- 
tion from hydro to fuel generation. 


FULLER BRUSH MAN TAKES A UTILITY JOB 

Door-to-door visits just ahead of "nuisance projects,’ such as pipeline laying, 
have made friends for a major natural gas pipeline company serving the 
Southwest, which recommends a pattern for other utilities. James H. Collins, 
whose chatty articles on business relations with the public and government 
frequently appear in this publication, gives us an informative description of 
"preparing the right of way" from the standpoint of public acceptance. 


* 


executives, financial experts, employees, investors, and others. 
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_ PARIS ORIGINAL $100 


-— 
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PARIS ORIGINAL $50 


WHY PAY DOUBLE? 


No Matter what you spend money for today, 
it pays to take a closer look at the price tags. 
There are, for instance, two ways of compiling 
an identical bill analysis. 


1. The high-cost way. You temporarily ac- 
quire, train and supervise a large cl ical 
force. Completing the analysis job may take 
weeks; usually does. 


2. The low-cost way. You simply call us in 
and we turn out the job in a relatively short 
time on specially designed Bill Frequency 
Analyzer machines. The cost to you is often 
Y the expense of having the work done in 
your offices. 


Send for the booklet, ““The One Step Method 
of Bill Analysis,” which tells more about this 


efficient and economical method of bill 
analysis. 

P.S. If you use punched cards for billing, we are 
also equipped to make your analyses from them. 


Saves 50% in time and money! 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Crawrorp Hl. GreEENEWALT 
President, L:. 1. du Pont de 
Nemours & Company. 
J. Bracken Lee 
Governor of Utah. 


E-piroRt1AL STATEMENT 
The Wall Sirect Journal. 


Henry H. HEIMANN 
Vice president, National Associa- 
tion of Credit Men. 


LAURENCE F., LEE 
President, Chamber of Commerce 
of the United States. 


WittiAM F. WRrIGHTNOUR 
Training director, U. S. Rubber 
Company. 


James R. KILLIAN, Jr. 
President, Massachusetts Institute 
of Technology. 


Joun Farrcuitp Sty 
Professor, Princeton University. 
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“True democracy can flourish, only when it is out in 
the open.” 


> 


“You can’t concede special favors to organized minori 
ties without others paying the bill, and that just isn’t 
right.” 


“A wasteful government and depreciating currencies 
have never made any country prosperous. On the con- 
trary they have wrecked as many countries as have the 
foreign invaders.” 


* 


“We have been hoping all these years for the time when 
government spending would be more reasonable. Now that 
it seems likely, why develop a fear complex? It would 
be more appropriate to give thanks.” 


* 


“We cannot reverse trends overnight. Much of the 
excess Federal spending, for example, is due to statutory 
provisions. We will find that we cannot cut spending in 
many areas until the laws are changed.” 


> 


“".. never forget that people are not numbers. Whether 
they’re supervisors—one of the most forgotten and im- 
portant groups in industry—or assembly line workers, they 
have goals, ambitions, desires, that change from day to 
day.” 


> 


“Tax laws will have.to recognize technological change 
and the vital importance of encouraging it. We shall 
have to find ways of increasing available venture capital. 
Labor as well as management will have to adjust to 
changing conditions.” 


* 


“Regulatory devices that can prevent the acquisition of 
equity capital, restraint, and distribution of profits, or 
prevent capital expansion are quite as effective control 
devices as ownership. If I may control rates, earnings, 
determine taxes, establish exemptions, maintain minimum 
wage policies, and restrain the distribution of profits—you 
may have title to the deed.” 
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-There is a Delta-Star 
product for every power 


switching requirement 
CHECK THIS LIST! 


Group Operated Air Switches Power Connectors 

(Horizontal and Vertical Break) Conductor Fittings 

Disconnect Switches Metal Enclosed Buses 

(Indoor and Outdoor) Interrupter Switches 

Outdoor Substations Pipe Fittings (Uniclamps) 

Bus Supports Motor Operating Mechanisms 
{Indoor and Outdoor) Plugs and Receptacles 

Cable Supports High Speed Grounding Switches 
Terminators (Potheads) Crane Rail Supports 


DELTA-STAR service is complete. Delta-Star Switches and 
Related Equipment are known and respected throughout the world for 
their advanced design and construction; sturdy, reliable performance 
under all conditions; simplicity, ease of installation and operation. 
Get complete information on the items you are interested in. 
23 Kv. Check this list. Direct your inquiries to our nearest district repre- 
1209 Ampere e@ sentative or the factory. aan information will be sent to 
hook operated di you promptly. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHING EQUIPMENT SPECIFY DELTA-STAR! 


DELTA-STAR ELECTRIC DIVISION 


H. K. PORTER COMPANY, INC. 
2437 FULTON STREET, CHICAGO 12, ILLINOIS ~ 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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LLARLAND C, StocKWELL 
Lxecutive secretary, The Civic 
lcderation of Chicago. 


D. A. Hurey 
President, Lone Star Gas Company. 


VANNEVAR BusH 
President, Carnegie Institution. 


Ben Moreeci 
President, Jones & Laughlin Steel 
Corporation. 


WILLIAM HENRY CHAMBERLIN 
Columnist. 


James Pore 
Eexecutive editor, Louisville (Ken- 
tucky) Courier-Journal. 
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REMARKABLE REMARKS—( Continued) 


“As late as twenty years ago there was one government 
employee to about every forty of the population. Today 
there is one government employee to about every twenty- 
two of the population—and worse than this, there is one 
government employee to about eight of the working 
population of the United States.” 


* 


“We all know that men have sought security since the 
vear one, and we all want security in one degree or another. 
We also know that absolute security is an absolute myth, 
but I suggest there is a way of approach to the security- 
minded youth of today. We can tell him that this risk- 
taking, uncontrolled economy of ours guarantees him the 
greatest measure of security that any people have ever 
known,” 


« 


“The danger of a central bureaucracy which plans all 
our lives, and doles out what it thinks we need, is much 
more than that it will plan badly, although it undoubtedly 
will. The greater danger is to ourselves, that we will cease 
to think for ourselves, that we will not exert ourselves 
when only a drab mediocrity lies ahead, that we will sub 
stitute the arts of petty political maneuvering for virile 
self-reliance.” 


* 


“We have the distressing picture of those in power 
traveling the length and breadth of the land, urging the 
people to ask for more—of the fruits of the sweat of 
other people’s brows—telling them the government will Jo 
this for you, the government will do that for you; but 
always carefully neglecting to explain that whatever ts 
given is not something produced by government, but some- 
thing taken away from someone else!” 


* 


“On the surface the welfare state philosophy looks 
attractive. It seems to offer something for nothing, to 
make life easier for everyone without causing pain or 
discomfort to anyone. But this whole philosophy is based 
on one major false premise . . . that government is an 
inexhaustible financial horn of plenty. The truth is, of 
course, that government creates no wealth and derives 
its revenues either from taxing its citizens or from bor- 
rowing.” 


* 


“If freedom of the press is to mean all it should, the 
government must keep its hands not only off the press but 
off the springs and channels of information that feed the 
press. Vast areas of public information are being shrouded 
behind a sort of red tape curtain. Of what value to citizens 
of a free society is a mass of printed material if it is empty 
of light; if those who collect and distribute the news are 
denied access to its sources, to the meetings and actions 
of government officials?” 
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VOLTAGE IMPROVEMENT obtained with switched capacitors is discussed by F. M. Reed, 
(right), System Planning Engineer for Pennsylvania Electric, and A. M. Dawson, G-E Sales 
Representative. Blackboard diagram summarizes effect of capacitors on system regulation, 


G-E switched capacitors help regulate 
voltage on Penelec’s whole system 


120,000 kvar of capacitors give system-wide voltage-boost, 
release kilowatt capacity—reduce system investment. 





To complement its generator bus regula- 
lion, the Pennsylvania Electric Company 
of Johnstown, Pa., has installed 120,000 
kvar of switched capacitors. Within the 
next year, this will be increased to 150,000 
kvar or 1 kvar for every 3.64 kw of its 
estimated 1953 peak load of 546,000 kw. 

The automatically controlled capacitors 
assure adequate local generation of kilovars 
and provide a needed voltage boost on distri- 
bution circuits. But they do more than this. 

By relieving transformer, transmission, 
and generating facilities of reactive load, 
the capacitors reduce voltage drop and im- 


prove voltage regulation throughout the 
entire system—as much as 20% at full 
load at the distribution level. 

This permits the Penelec system to carry 
more kilowatts within the limits of good 
regulation. And since the cost of capacitors 
needed to release capacity is less than the 
cost of new capacity, the system investment 
per kilowatt is reduced. 

G-E capacitors may prove economical on 
your system, too. For more information, 
get in touch with your local G-E Apparatus 
Sales Office. General Electric Company, 
Schenectady 5, New York. 441-1E 


GENERAL @@ ELECTRIC 
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Ask servicemen why they like Interna- Look at these International features: 

tional Trucks. You'll get — —— @ Silver Diamond valve-in-head truck engines are rugged, 
Some will tell you Internationals are packed with extra power. Engineered to save you plenty 

dependable, always get there. Others will on operating and maintenance costs. 

mention comfort of the cab or handling 

ease. Still others go for the service-utility 


bodies that bring a whole workshop to 
the job. ; Super-steering — more positive control. Wider front axies 


make possible full 37° turning angle for easier handling 
and maneuverability. 


New green-tinted, non-glare safety glass available in the 
Comfo-Vision Cab. One-piece full-vision windshield. 


Whatever their reasons, they all agree 
that these great trucks are engineered to 
make the serviceman’s job more efficient. 
See the nearest International Dealer or 
Branch soon. 

INTERNATIONAL HARVESTER COMPANY «+ Chicago 

N 
International Harvester Builds McCormick Farm Equipmert and Farmall Tractors...Motor Trucks...Industrial Power...Refrigerators and Freezers 
Better roads mean a better America 


INTERNATIONAL > TRUCKS 


“Standard of the Highway” 
International L-110 and L-120 series, 
115 and 127-in. wheelbases, available 
with special service-utility bodies. 


Wide variety of light-duty models — 42, %4, and 1-ton sizes 
—GVW’'s from 4,200 to 8,600 Ibs. 115, 127, and 134-in, 
wheelbases. Pickup, panel, stake, and many other types 
of bodies. 
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This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Shares. The offer is made only by the Prospectus. 


150,000 Shares 


Ohio Edison Company 


4.44% Preferred Stock 


(Par Value $100 per Share) 


Price $102.50 a Share 


and accrued dividends 


Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Shares in compliance with 
the securities laws of the respective States. 


MORGAN STANLEY & CO. 
BLYTH & CO., INC. DREXEL & CO. 
EQUITABLE SECURITIES CORPORATION GOLDMAN, SACHS & CoO. 
SMITH, BARNEY & CO. STONE & WEBSTER SECURITIES CORPORATION 


WOOD, STRUTHERS & CO. 


January 15, 1953. 
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Special abilities are needed in the handling of financial 
printing. Ours result from over 35 years of serving 
an extremely broad and varied list of customers. 
Resourcefulness and imagination spark the will and 
capacity to do things better. Impressive benefits resulting 
from superior facilities will justify your choice of 
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Prepare to pass power plant engineer 
license examinations this direct, easy way! | 








HERE is a revised and enlarged Second Edition of a standard book 
that offers you in clear, practical form, much information to help 
you pass power plant engineer license examinations. Simple, yet com- 
plete in every detail, it thoroughly explains advanced rules of stationary 
engineering—outlines the approved and tested methods of operating 
power plant equipment—and carefully points out the re- 
sponsibilities of the operating engineer relative to safe 
practices and efficient operation of power plants. At the 
end of each chapter you are given valuable lists of questions 


typical of those in engineer license examinations . . . the 
. answers to which are contained in the chapter material. 
in- Here in a single volume is a complete home-study course 
lets in power plant engineering. 0 D : 4 A T | 0 N 


int: Guides you on all phases of power plant equipment 
construction, operation, and maintenance. By EVERETT B. WOODRUFF 
Maintenance Engineer, The Drackett Company; In- 

















This book shows you how to control the combustion of fuels . wees 4 Fesdwater Conditioning. Combustion, = 

how to put boilers in operation . . . properly inspect steam engines 
how valves function. . . and how to solve practical power plant and HERBERT B. LAMMERS 

problems without the use of advanced mathematics. Ch of Engineering, Coal Producers 
practices to follow in lating the i correctly, to recog- Gomuaittes bh Smoke Abatement Instructor in 
nize unsatisfactory conditions, and to take the necessary corrective Mathematics and Power Engineering, Ohio Mechanics 
my ey — agnen, coatly emergencies a Lt. —¥ J ny 3 Institute 

ee for yourself the practi value of e book. iti 
charge of power planss, large ond small, will find the book a ‘belptal Second Edition, 543 pages, 6 x 9, 
reference om proper procedure for effici and 264 illustrations, $7.50 











of all usual power plant equipment. 
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THREE SERIES OF 


prEssURE 


PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES |; 


g FULLY ADJUSTABLE AS TO 
RANGE AND SENSITIVITY 





@ VISIBLE CALIBRATED DIAL 






@ BOURDON TUBE OPERATED 


MERCOID SEALED 
MERCURY CONTACT 





There is a Mercoid DA Pressure Control for your particular 
application in pressures varying from 30” vacuum to 2,500 
p.s.i. (available in many different circuit arrangements). 

Apart from bourdon tube operated pressure controls, Mercoid 
offers a line of bellows and diaphragm actuated controls. 
Explosion-proof and weather-proof cases are adaptable to 
practically all series. 


If you have an automatic control problem involving the control 
of pressure, temperature, liquid level or mechanical movement, 
write for Catalog No. 700A. 


THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. 
NEW YORK: 205 £. 42nd ST. © — PHILADELPHIA: 3137 N. BROAD ST. 
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What we really make is Time 


























It is faster to 


Hane A WALL 


than to 


Pie IT UP 





LITTLE blocks, say 2°x4°x8" don't pile up very fast. 


Point is, we integrate the right materials with 


We hang walls up in sizable panels. exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 


all vital things today: speed. 


And that is an easy way to understand why 
Robertson's real product is time. 


We make walls that are hung in place. We 


plete with insulation when the 


make them ¢ 





panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 
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Serving the public 
and industry 


24 hours a day! prof WAX 















‘COLUMBIA 
GAS 
SYSTEM 
















The Manufacturers Light and Heat Company 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 





Natural Gas Company of West Virginia 
* Se The Preston Oil Company 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





1953 


any 








January 29, 1953 Public Utilities Fortnightly 




















This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these 
securities. The offering is made only by the Prospectus. 


NEW ISSUE January 14, 1953 


600,000 Shares 
The Toledo Edison Company 


Common Stock 


(Par Value $5 Per Share) 


Price $12.25 per share 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation Collin, Norton & Co. 
Blyth & Co., Inc. Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co. 
A. C. Allyn and Company A. G. Becker & Co. Central Republic Company 
Incorporated ncorporate (Incorporated) 


Hemphill, Noyes & Co. Hornblower & Weeks W.E.Hutton&Co. W.C. Langley & Co. 
McDonald & Company Paine, Webber, Jackson & Curtis Wm. C. Roney & Co. 
Ball, Burge & Kraus Harris, Hall & Company Merrill, Turben & Co. The Ohio Company 
Fulton, Reid & Co. S. R. Livingstone, Crouse & Co. Laurence M. Marks & Co. 
Nauman, McFawn & Co. Stern Brothers & Co. Watling, Lerchen & Co. 
Bosworth, Sullivan & Company, Inc. Fahey, Clark & Co. _ First of Michigan Corporation 


Fordon, Aldinger & Co. Hayden, Miller & Co. The Illinois Company J.C. Bradford & Co. 


Curtiss, House & Co. Farwell, Chapman & Co. The First Cleveland Corporation 
Goodbody & Co. Greene & Ladd Lester, Ryons & Co. Manley, Bennett & Co. 
McDonald-Moore & Co. Charles A. Parcells & Co. Prescott, Shepard & Co., Inc. 
Seasongood & Mayer Stix &Co. Westheimer and Company _ Baker, Simonds & Co. 
Field, Richards & Co. T. H. Jones & Company H.L. Emerson & Co. 


McJunkin, Patton & Co. Smith, Hague & Co. Sweney, Cartwright & Co. 
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@ Live Boom , 
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e@ Sure Clutches 
@ Smooth Brakes 


e Fills Fast 
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@ Thorough 
Compaction 

@ Practically 100% 
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@ Easy 1 Man 
Operation, 

@ Tamps, Fills, 
Travels, All 

at Same Time 


| ” CLEANS UP 


@ Fills From 

Either Side of Trench 

@ Eliminates Extra Equipment 

@ Saves Many Man-hours’ @ Fits More Jobs 


Get the full story on the CLEVELAND 80 from your local distributor 


THE CLEVELAND TRENCHER CO. 


Pioneer of the Modern Trencher 








20100 ST. CLAIR AVENUE . CLEVELAND 17 OEEA 
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{ National Rural Electric Co-operative Association ends 4-day annual meeting, &) 
San Francisco, Cal., 1953. 





{ Canadian Electric Association, General Division, ends 2-day meeting, Quebec, Quebec, 
Canada, 1953. 





§ California Independent Telephone Company will hold meeting, Fresno, Cal., Feb. 12, 
13, 1953. 





@ FEBRUARY @ 
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§ Louisiana Telephone Association will hold annual convention, New Orleans, La., Feb. 
?, 13, 1953. 

§ American Gas Association begins home service workshop, Dallas, Tex., 1953. 

§ National Association of Corrosion Engineers begins short course, Berkeley, Cal., 1953. 

§ Pennsylvania Electric Association, Transmission and Distribution Committee, will hold 
winter mecting, Pittsburgh, Pa., Feb. 12, 13, 1953 

§ Edison Electric Institute, Electrical Equipment Committee, will hold meeting, St. Louis, 
Mo., Feb. 16, 17, 1953. 

q Missouri Valley Electric Association begins industrial-commercial sales conference, 
Kansas City, Mo., 1953. 

§ Maryland Utilities Association will hold one-day annual meeting, Baltimore, Md., € 
Feb. 17, 1953. 

{ Pacific Coast Gas Association, Technical Section, will hold meeting, Feb. 18, 19, 1953. 

€ 


wg oe Congress of Municipalities will hold a mecting, Montevideo, Uruguay, 
Ss , Feb. 20-28, 1953. 





I New sae aed Petroleum Gas Association will hold meeting, Atlantic City, N. J., 
Feb. 23, 24, 195 





= 


New England Gas Association, Accounting Division, will hold meeting, Boston, Mass., 
Feb. 26, 1953. 





q American Water Works Asscciation, Indiana Section, begins annual meeting, Indian- 
apolis, Ind., 1953. 
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Courtesy, Philadelphia Electric Company 


Private Hydro on the Susquehanna 
The Conowingo hydro plant sixty miles southwest of Philadelphia. 
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Perhaps in a more favorable climate of the 83rd Congress, 
some action will take on a prospective constitutional amend- 
ment which would provide that: “The government of the 
United States shall not engage in any business, professional, 
commercial, financial, or industrial enterprise except as speci- 
fied in the Constitution.” Here is a frank plea for a constitu- 
tional amendment as the best way to get the Federal government 
out of business enterprise for good. 


By WILLIS E. STONE* 


“Experience hath shown that man- 
kind are more disposed to suffer, while 
evils are sufferable, than to right them- 
selves by abolishing the forms to which 
they are accustomed. But when along 
train of abuses and usurpation, pursu- 
ing invariably the same object, evinces 
a design to reduce them under absolute 
despotism, it is their right, it ts their 
duty, to throw off such government, 
and provide new guards for their 
future security.” 

—THOMAS JEFFERSON in “Declara- 

tion of Independence.” 


*For personal note, see “Pages with the 
Editors.” 
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MAGINE, if you can, a government 
I attacking the rights of its citi- 
zens to own property, develop 
productive enterprises, or manage 
their own individual contractual af- 
fairs. 
Imagine it or not, it is happening. 
The government of the United 
States, under policies developed over 
the past two decades, has undermined 
the traditional and constitutional 
rights of the people and the states to 
develop and operate their own tide- 
lands. These Washington officials 
JAN. 29, 1953 
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were not interested in tidelands, as 
such. The only practical motive for 
the tidelands seizure is, apparently, to 
secure this fabulous wealth belonging 
to the people of the coastal states and 
place it at the disposal of Federal dis- 
tribution or operation. The electric 
utility industry certainly needs no re- 
minder in this article about the extent 
of Federal encroachments in that 
field. The telephone industry has re- 
cently come into the focus of Federal 
financing of rural co-ops. 

On another front, Federal officials 
have attacked the right of the farmers 
to use the water which is by nature, 
by law, and by tradition, a part of 
their own lands, and essential for the 
production of their crops. Notable 
among such cases is that of the Fall- 
brook, California, farmers. These at- 
tacks cannot be reconciled with any 
purported consideration for the wel- 
fare of the American people. They 
smack more of the pattern of “abso- 
lute despotism” prepared for Federal 
control. 


gh political conquest of the 
water and power resources of 
the great river basins has been skill- 
fully advanced. Adroit devices, less 
than frank, have been carefully em- 
ployed to impose upon us nine so- 
called “valley authorities.” Designed 
by the Interior Department of the 
predecessor administration, this plan 
calls for the destruction of the au- 
thority of state governments, the 
steady erosion and ultimate confisca- 
tion of public utilities in those areas, 
the control of the very essentials of 
life by appointed “commissioners” 
with autonomous powers in each “au- 
thority.” The purpose should be clear 
JAN. 29, 1953 


to all by this time. It is to make our 
people totally dependent upon the 
benevolent attitude of the all-power- 
ful political masters in Washington. 
According to Marx and Engels, 
one sure, quick way to fasten a dicta- 
torship of the masses upon a bour- 
geois or capitalistic system is to bank- 
rupt it. Our so-called Federal lending 
agencies, such as the Reconstruction 
Finance Corporation, have drained 
the Federal Treasury and tapped the 
resources of the people. Twenty-one 
Federal corporations, with fifty-nine 
subsidiaries, are in the business of 
“lending” money, taken from the tax- 
payers under penalty for noncom- 
pliance. In recent years more tax-col- 
lected dollars have vanished, without 
an accounting, through this practice, 
than the Federal government handled 
during its first 150 years of existence. 
The domestic exploitation is not 
enough. Today we are forced to sup- 
port the international exactions. Each 
year about 5 per cent of our total pro- 
duction is taken from us by tax col- 
lections, and given to foreign govern- 
ments (some of them notorious ty- 
rants) so that they may continue the 
socialistic capture of their people. The 
bill for this foreign handout is sugar- 
coated with the claim that it aids peo- 
ple, but the money finds its way to the 
power-hungry foreign political ad- 
ministrators of socialistic régimes. 


| geet have been told they can- 
not get along without “subsidies.” 
If they try, they may be subject to 


penalties approaching confiscation. 
They have been warned that a “Farm 
Acquisition Plan” to take over farms 
already has been drawn up. Intimida- 
tion has been used in this pattern of 
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steady drift towards centralized Fed- 
eral authority which, unless checked, 
can only end in absolute despotism. 

Something wrong in America? 
There is no doubt of it. We know 
what it is, and how it works. We know 
where it is bound to lead unless we 
outlaw those strange practices which 
are alien to us. 

Some may call these attacks upon 
us Communism. Others call it Social- 
ism, or “creeping Socialism.” What- 
ever name we give it, it is still the use 
of political force to abolish private 
property and private enterprise. 

Far too many of us agree, yet are 
content to rest on the contention that 
we have been fighting it for years. We 
have been against it, yes. But just 
what have we actually done about it? 
The truth will emerge that we have 
not fought against it hard enough, or 
well enough, even to slow down So- 
cialism’s process of confiscation. 

We say we don’t like this confisca- 
tory trend. We say we want to fight 
back, to regain our economic free- 
doms. 

What, then, must we do? First of 
all, our fight must be an orderly one. 
We know that we cannot fight Social- 
ism on a piecemeal basis and win. 
That type of fight only encourages the 
opposition to divide our ranks—to 
play one group of so-called benefi- 
ciaries against another group which 


suffers direct damage. And then ex- 
tending the process under the appear- 
ance of letting a different group get 
its share. 

To win, we must create a powerful 
weapon of counterattack, then utilize 
it to the fullest. 


age is well advanced. Thirty- 
five years ago the Federal govern- 
ment owned only a fraction of the 
land area of the nation and none of 
the industrial capacity of the country. 
Since then the Federal corporations 
have come into existence and have 
taken over about 40 per cent of the 
land area and 20 per cent of the in- 
dustrial capacity of the United States. 

This has been done without any 
public consent and with little color of 
constitutional authority. 

The political administrators of gov- 
ernment have not been operating 
within the framework of the Consti- 
tution, but have claimed unlimited 
power. Under the argument that con- 
gressional statutes are supreme under 
the “general welfare” or some other 
rubber-stretched provision of the Con- 
stitution, or under none at all, the con- 
quest of the American individual en- 
terprise system has progressed swift- 
ly. 

Congress has considered an average 
of almost 7,000 socialistic bills in 
each of the recent sessions. 


7 


Federal government owned only a fraction of the land area 


q “SocraLism is well advanced. Thirty-five years ago the 


of the nation and none of the industrial capacity of the 
country. Since then the Federal corporations have come into 
existence and have taken over about 40 per cent of the land 
area and 20 per cent of the industrial capacity of the United 


States.” 
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So, let’s face the fact. It is impos- 
sible to defeat 7,000 separate social- 
istic legislative proposals in a single 
session of Congress. Our first point, 
therefore, is that only a general across- 
the-board type of offense will be effec- 
tive. 

This leads us to the next point in 
an orderly counteroffensive. Every 
socialistic bill that does get through 
Congress destroys just that much 
more of the economic freedom of the 
American people. This erosive, bit-by- 
bit process has built Socialism in 
America to oppressive proportions. 
Conversely, it has narrowed or con- 
tracted the area of tax-paying private 
enterprise which must support it. So, 
point number two follows from point 
number one. The whole area of our 
private enterprise must not only be 
defended, but that already lost must 
be reclaimed. 


wee three has to do with the repe- 
titious nature of the socialistic at- 
tack. The defeat of any socialistic bill 
in Congress does nothing more than 
sustain the status quo. Such “victo- 
ries” do not win back a single inch of 
ground already lost to Socialism. Nor 
do they protest against the same bill 
being brought up again and again. 
Socialism can lose many battles, but 
private enterprise can lose only once. 

As we analyze these points, we 
come inevitably to a consideration of 
one fundamental fact—that to retrieve 
the ground lost to Socialism, and to 
prevent the further socialization of 
America, we must develop a legal 
weapon superior in force and power 
to the devices being used to fasten 
Socialism upon us. 

We must also realize that the crea- 
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tion of such a legal weapon is with- 
out value unless we stand ready to 
support it to the hilt. 

Business, the professions, com- 
merce, industry, and labor (where 
labor has awakened to enter the fight 
for freedom) have so far concen- 
trated their efforts on a purely defen- 
sive fight—the fight against encroach- 
ment, or against the invasion of their 
particular interest. They have not en- 
tered the general battle against Social- 
ism as a whole as a subversive system. 

Make no mistake about it. Such de- 
fensive fights must be carried on. The 
question arises, shall we spend all our 
strength on a defensive battle which 
must essentially be in the nature of a 
delaying action, or shall we give 10 
or 20 per cent of our support to forg- 
ing and wielding powerful weapons 
of counterattack that can actually win 
the war against Socialism once and 
for all? 

As already stated, the best we have 
been able to do with defensive effort 
thus far is to gain temporary delays. 
Having no weapons of counterattack 
we continue to lose ground. Ejighty- 
eight Federal corporations and ten 
Federal cartels now stand as grim 
monuments to the ineffectiveness of 
purely defensive struggles.’ 


Py: we win permanent economic 
freedom through a strong coun- 
terattack? Certainly no victory has 
ever been won against Socialism with- 
out an attack against it. Today, we 
stand on the threshold of a long-her- 
alded new era in Washington. We 


1 The American Progress Foundation, 1540 
North Highland avenue, Los Angeles 28, Cali- 
fornia, has issued a free brochure listing these 
Federal corporations and cartels. 
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Time for Counterattack on Socialism? 


cé Pp perpay no victory has ever been won against Socialism with- 

out an attack against it. Today, we stand on the threshold of 
a long-heralded new era in Washington. We have been told that the 
climate there has been changed; that it will be less hostile, if not more 
favorable, to business and private enterprise. Now would appear to be 
the most opportune time, psychologically, to go on the offensive.” 





have been told that the climate there 
has been changed; that it will be less 
hostile, if not more favorable, to busi- 
ness and private enterprise. Now 
would appear to be the most oppor- 
tune time, psychologically, to go on 
the offensive. But how? What shall 
be our weapon? Does a truly effective 
weapon for such dynamic action even 
exist ? 


— a weapon does exist. More 
than eight years have been devoted 
to the business of shaping it, testing 
it, perfecting it, and gathering wide- 
spread grass-roots public support for 
it. It is ready. 

It is known as the “Proposed 23rd 
Amendment.” As introduced in the 
83rd Congress by Representative 
Ralph W. Gwinn (Republican, New 
York), HJRes 123 provides that: 


The government of the United 
States shall not engage in any business, 
professional, commercial, financial, or 
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industrial enterprise except as speci- 
fied in the Constitution. 


This proposal does not condemn. It 
points the finger at no one. It states a 
basic principle, and gives it constitu- 
tional authority, restoring property 
rights and our traditional concepts of 
equality and justice under law. 


HERE may be those who feel this 

does not go far enough because 
it neither rails against our desperate 
tax problems nor proposes to tinker 
with taxing powers. 

With no attempt to minimize the 
tax burden, we must recognize that 
taxes reflect the cost of government. 
Our present overwhelming tax load 
provides bitter evidence that we have 
an inflated government, much of it 
the wrong kind. 

Let’s look at this tax question for 
a moment with cold logic, and see 
how this “Proposed 23rd Amend- 
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ment,” by restoring economic free- 
dom, will remedy much of the tax 
evil. 
Taxes have but one function—that 
is to pay the costs of government. 
Governmental costs at Federal level 
have exceeded tax receipts by more 
than $240 billion during the past 
twenty years; therefore, taxes have 
been too low to serve their only func- 
tion by an average $12 billion per 
year during these last twenty years. 
Nor is the current fiscal year any 
different. The anticipated deficit for 
the year is estimated at $14 billion. 
Based on the fact that the tax load 
must be measured in relationship to 
its function, we are confronted with 
the terrible truth that taxes are too 
low, or the cost of government too 
high. This should direct our attention 
toward the source of our problem— 
the Federal agencies where taxes are 
generated. 


C- problem and its solution de- 
pends upon the separation of the 
necessary and natural functions of 
government from the needless, un- 
natural, and unauthorized functions 
in which government is engaged. 
Centering our attention on the 


needless, unnatural, and unauthor- 
ized functions in which government 
is engaged we discover a vast array 
of agencies known as “Federal corpo- 
rations.” They have no governing or 
regulatory function but devote them- 
selves to participation in productive 
enterprise in direct competition with 
American citizens. 

To understand these Federal cor- 
porations, and the part they play in 
the tax picture, we should ask the fol- 
lowing questions: 
JAN. 29, 1953 


What do the Federal corporation; 
do? 

Eighty-eight Federal corporations 
and ten Federal cartels are reported 
to be engaged in productive enterprise 
in active and direct competition with 
the individual enterprises of the 
American people. 


Where did these Federal corporc- 
tions get the capital to go into 
business? 

There was nothing voluntary about 
the financing of the Federal corpora- 
tions.. The American people were re- 
quired, under tax penalty, to provide 
the capital, estimated at vastly more 
than 80 billion tax dollars, to finance 
these Federal corporations which 
compete with the enterprises of the 
people forced to provide this capital. 


r there any constitutional authority 
for the existence of the Federal 
corporations? 

None whatever in this writer's 
opinion. Actually, the intent and pur- 
pose of the Constitution was to guard 
against such activities by government. 
The 10th Amendment to the Consti- 
tution specifically asserts: “The pow- 
ers not delegated to the United States 
by the Constitution, nor prohibited by 
it to the states, are reserved to the 
states respectively, or to the people.” 

Therefore, as the powers exercised 
by the Federal corporations have 
never been delegated to government 
by the people, the Federal corpora- 
tions are acting without proper sanc- 
tion or authority. They manage to do 
so through a process of selective law 
enforcement which fosters the politi- 
cal violation of the spirit, intent, and 
purpose of the Constitution. 
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Do the Federal corporations pay 
their own way? 

They do not. By a weird and un- 
realistic pretense of cost accounting, 
which would not be permitted to any 
private enterprise, the Federal corpo- 
rations which make a spurious claim 
of paying their own way, are back 
every year for another handout of 
more tax dollars. 

Do the Federal corporations assume 
normal responsibilities? 

They don’t even pretend to be re- 
sponsible. They use money exacted 
from the taxpayers as capital, but 
evade every attempt to make them pay 
normal interest for the use of these 
tax-collected funds. 

The Federal corporations pay noth- 
ing for the space they consume. They 
demand and get, without payment, 
vast quantities of goods and services 
from other governmental agencies at 
taxpayers’ expense 

Although Federal corporations are 
notorious in their demands for serv- 
ices from every level of government, 
they rarely pay taxes, of any kind 
whatever, to sustain local, state, or 
Federal government.” 

In spite of this amazing political 
preference and privilege, which is 

2 The scant exceptions in those cases where 


token payments are made “in lieu of taxes” 
hardly stand realistic comparison. 


contrary to our American concept of 
equality, or justice, the Federal corpo- 
rations have lost an average of 
$7 billion per year since 1944. 


A& the services performed by the 
Federal corporations something 
special, or can they be performed as 
well or better by private enterprise? 

There is certainly nothing special 
about the productivity of the Federal 
corporations. They do not perform 
a single service which private enter- 
prise did not originate and is not now 
doing better than their political com- 
petitors, and at a lower cost. 

The Federal corporations are oper- 
ated as unfair competitive factors, re- 
lying on political privilege rather than 
productive excellence, and seeking to 
dominate their fields at any cost and 
by any ruthless method. 


F private enterprise can do the job 
better than the Federal corpora- 

tions, why do we not get rid of politi- 
cal enterprises and get back to the 
good old American individual enter- 
prise system? 

We should, and at once, but it isn’t 
easy. Those involved in the lush 
socialistic operations of the Federal 
corporations, and those getting osten- 
sible benefits from them, will fight to 
maintain their political power, pres- 


demands for services from every level of government, they 


q “AttHouGH Federal corporations are notorious in their 


rarely pay taxes, of any kind whatever, to sustain local, 
state, or Federal government. In spite of this amazing 
political preference and privilege, which is contrary to our 
American concept of equality, or justice, the Federal corpo- 
rations have lost an average of $7 BILLION PER YEAR SINCE 


1944.” 
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tige, and preference, and their pipe- 
line to the Federal Treasury. 

The Federal corporations have 
used clever and successful devices of 
persuasive intimidation and propa- 
ganda to nullify the “Proposed 23rd 
Amendment.” They know that add- 
ing it to the Constitution will outlaw 
the socialistic empires they have so 
carefully built at taxpayers’ expense. 

Quietly, relentlessly, the “Proposed 
23rd Amendment” has _ continued 
to find steadily increasing support 
throughout the nation. More than 
6,000 organizations have adopted 
resolutions in support of it. Com- 
munity programs on the subject are 
spreading everywhere. It is pending 
in several state legislatures as a 
memorializing resolution. It will 
doubtless be considered by the 83rd 
Congress which convened this month. 
We should measure the effect it will 
have. 


WW: EN the properties and facilities 
of the Federal corporations are 
restored to the American people, how 
will the costs of government be 
altered? 

The sale of the properties and facil- 
ities of the Federal corporations to 
the American people should bring a 
price of better than $50 billion, which, 
applied to the national debt, would 
greatly reduce the interest charges 
and amortization costs which are now 
a part of our tax bill. 

It would put a stop to the annual 
losses of the Federal corporations. 

More than 800,000 tax-eating 
office-holders would be forced off the 
Federal payroll into productive tax- 
paying employment. 

These items of savings in cost of 


government would add up about as 
follows : 


Reduction in interest charges 
on $50 billion at 24% per 
year is 

Reduction in the amortization 
cost to pay off $50 billion in 
forty years, would cost, per 
year 

Average annual losses stopped 

Payroll reduction of 800,000 


pay envelopes averaging 
$3,000 per year, would save, 


ices, and facilities (esti- 
mated at three times the 
value of payroll) would be —_7,200,000,000 


Total (1950 estimate) .... $19,100,000,000 


oe comprehend this enormous 
treasure which is siphoned away 
from the earnings of our people to 
maintain political conquest of the 
properties and enterprises of the peo- 
ple, we might picture this $19 billion 
in a stack of silver dollars. Such a 
stack would reach an elevation 31,732 
miles above the earth—almost half- 
way to the moon. Truly, we may say 
that Socialism in this country has 
reached “astronomical figures.” 

It is difficult to imagine such a stack 
of silver dollars. We might have a 
better picture if we imagined this 
$19 billion figure as a stack of $1,000 
bills. 

Relatively few of us have ever seen 
a thousand-dollar bill, much less 
owned one. Yet the Federal corpora- 
tions, to pay for their losses and hid- 
den costs, took from our productivity 
in 1950 an amount of money equal 
to a stack of thousand-dollar bills 
nearly three miles high. 

If this does not hurt us enough to 
do something about the basic prob- 
lem, what will? The “Proposed 23rd 
Amendment” will accomplish a vol- 
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Would “Authority” Mean the End of Utilities? 


— political conquest of the water and power resources of the 
great river basins has been skillfully advanced. Adroit devices, 
less than frank, have been carefully employed to impose upon us nine 
so-called ‘valley authorities.’ Designed by the Interior Department of 
the predecessor administration, this plan calls for the destruction of 
the authority of state governments, the steady erosion and ultimate 
confiscation of public utilities in those arcas, the control of the very 
essentials of life by appointed ‘commissioners’ with autonomous powers 


in each ‘authority. 


+’ 9) 





ume of potential savings, of new in- 
come without additional toil, through 
the simple process of repairing the 
damage done to the Constitution, re- 
defining the powers of government to 
govern, and stipulating in constitu- 
tional law the unalienable right of the 
individual to economic freedom. 


H-~ would this tremendous reduc- 
tion in cost of government affect 
the whole tax structure? 

It would cut the need for taxes 
(1950 level) by more than 45 per 
cent. 

It is logical to assume that this tre- 
“mendous reduction in governmental 
costs would first be reflected by a 
drastic reduction in individual and 
corporate income taxes. 

Using 1950 as the barometer, the 
“Proposed 23rd Amendment” could 
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eliminate the deficit, provide for a 
heavy payment on the national debt, 
reduce the individual income tax levy 
by more than 65 per cent, and reduce 
the corporate income tax levy by 40 
per cent. 

Applying these factors to the 1951 
budget, the individual income tax 
anticipations of $17 billion could be 
reduced to less than $6 billion. Corpo- 
rate income tax anticipations, origi- 
nally set at $10 billion, could be cut 
to about $6 billion. 

Such reductions in tax levy would 
make a tremendous effect on the 
“take-home pay” of the American 
people. It would actually increase the 
“net” income of the American peo- 
ple by better than 11 per cent. 

The reduction in corporate taxes 
would lower the cost of production 
and distribution to such an extent that 
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the retail price of goods and services 
could be reduced 4 to 5 per cent. 

Thus, the increase in “take-home 
pay,” combined with the potential re- 
duction in the sales price of things, 
could produce a net gain in the stand- 
ard of living of the American people 
of about 15 per cent. 


H-v would all this affect personal 
tax bills? 

The first result of such a reduction 
in the individual income tax require- 
ment would be the lifting of indi- 
vidual income tax exemptions from 
the present $600 per taxpayer per year 
to $1,500 per taxpayer. This would 
permit every taxpayer to keep, and 
spend for himself, the first $156 he 
paid in taxes at 1950 or 1951 levels. 
The increase in “take-home pay” 
would not involve increasing by a 
single penny the labor charge against 
production costs. 

It would mean that a craftsman, 
with a family of four, earning $6,000 
per year, and paying $624 in taxes in 
1950, would not be required to pay 
any taxes if the “Proposed 23rd 
Amendment” were in force. He 
would have “take-home pay” of 
$6,000 for the year, as compared with 
the 1950 reality of $5,376 “take-home 
pay”—an increase of nearly 12 per 
cent without changing the $6,000 
rate of pay. 

Labor would get more of the pay 
it had earned because government 
would take less of it through with- 
holding and other taxes. 

This analysis of tax reduction 
which would be possible as a result of 
adding the “Proposed 23rd Amend- 
ment” to the Constitution, does not 
include the astonishing fact that 
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approximately 40 per cent more land 
area and about 20 per cent more in- 
dustrial capacity will be added to the 
tax rolls to share the diminishing tax 
burdens, local, state, and Federal. 


[ the “Proposed 23rd Amend- 
ment” yield other benefits? 

Decidedly yes. 

As corporate taxes could be ma- 
terially reduced under the proposed 
amendment, the price of things could 
come down, increasing the purchasing 
power of the dollar. Thus, each citi- 
zen receiving a larger number of dol- 
lars, and each dollar having greater 
purchasing power, could provide for 
the greatest era of increasing stand- 
ards of living in our history. 

With fewer restrictions, less politi- 
cal domination, fewer forms to fill 
out, less political intimidation and 
compulsion, and more of the feel- 
ing of self-respect and self-reliance, 
American incentives and _ genius 
would go to work again. 

The rights of contract through 
mutual agreement between buyer and 
seller, employee and employer, pro- 
ducer and consumer, landlord and 
tenant, would again be a reality as 
political participation in these inti- 
mate private affairs end and the basic, 
authorized, and natural governing 
functions of government are revital- 
ized. 

Reduction in controls, reduction 
in political corruption, reduction in 
political attacks upon private property 
and private enterprise, and reduction 
in tax load will combine to induce an 
increase in personal incentives, in 
opportunities, in self-determination 
and esteem—the elements which pro- 
duced the greatness which is America. 
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“EXPERIENCE HATH SHOWN ...” 


HAT needs to be done to add this 


We need but one thing—informed 
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re oa “Proposed 23rd Amendment’ public opinion focused upon this basic 
to the § fo our national Constitution? question of public policy. Such public 
ig tax Informed public opinion, forged opinion can only be forged on the 
ral. on the anvil of widespread public dis- anvil of public discussion in every 
cussion, is the only possible method community. 
nend- § of achieving this return to our tradi- We Americans know these facts. 
i tional principles of economic freedom. Our entire national history proves 
It is up to us, and each of us, that we know it. By fairly facing our 
+ ma- § through our business and social con- problem, and its logical solution, our 
posed fF nections, to support every possible position simmers down to some very 
could means to promote a thorough and __ basic equations. 
asing § complete discussion of this question of 
citi public policy in every community in W: know what’s wrong. We 
'dol- § this nation. know what to do to control and 
eater It is a relatively simple task to out- correct what’s wrong. We know the 
© for flaw the practices of Socialism, and to benefits awaiting us when we apply 
-and- attain all the great benefactions of the corrective of the “Proposed 23rd 
economic freedom and tax reduction Amendment” which provides that 
oliti- to be derived by adding the “Pro- “The government of the United 
> fill § posed 23rd Amendment.” States shall not engage in any busi- 
and It should be very easy for a people _ ness, professional, commercial, or in- 
feel- [| whoknow freedom, whocreatedaCon- dustrial enterprise in competition with 
ince, stitution and Bill of Rights, who had __ its citizens except as specified in the 
nius § the logic, preseverance, and wisdom Constitution.” 
necessary to produce railroads, auto- There is but one more question— 
ugh mobiles, airplanes, radio, television, have we the will and the energy to do 
and and ten thousand other miracles. the job? 
pro- 
and 
y as 
inti- 74 HE only justification ever offered for the tidelands 
asic, seizure was that the state governments were not capa- 
Ling ble of administering their own vital interests and assets for 
' the maximum benefit of the country as a whole, and that the 
tal- Federal government could do it better. 
. “The whole experience of the American people is, of course, 
Hon to the contrary, since the Federal government never fails to 
| in operate its enterprises less efficiently and more expensively 
arty than the states and local communities conduct their enterprises. 
ion “It is to the credit of Congress that, although the New Deal 
- administrations have enjoyed almost unbroken legislative con- 
: trol ever since the tidelands seizure was accomplished, the 
a majority of Democrats and Republicans alike has always 
ion rejected the totalitarian purpose reflected in that policy.” 
TrO- —EDITORIAL STATEMENT, 
ica. New York Journal-American. 
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Do Your Customers Know Your 


Rates Are 


Regulated? 


What publicity regulatory commissions get must come through 
the news items that concern company requests for rate im- 
creases. One utility recently decided to publicize its commis- 
sion’s position. Why? Because the company found that only 
half of its customers had any idea that the company’s rates 
and charges were even regulated by a state commission! The 
company thereupon decided to introduce regulatory explana- 
tion in its advertising. 


By BOARDMAN G. 


of The Connecticut Light & 

Power Company is now in its 
second year of developing an unusual, 
if not unique, institutional advertising 
approach that we feel promises to be 
effective. 

Wecall it public utilities commission 
advertising and we got our first ink- 
ling that it might be very useful after 
analyzing results of questions in our 
first Opinion Trend Survey, conduct- 
ed in May, 1951. 

I’ll make no apologies for the in- 
stitutional advertising we'd been doing 
before that time. I think it was darned 
good newspaper advertising. In bi- 
weekly insertions in 13 daily and 30 
weekly newspapers it hammered away 


Te public relations department 


*For personal note, see “Pages with the 
Editors.” 
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GETSINGER, JR.* 


at the same subjects most other utility 
companies were featuring—-service, 
rising costs, cheap electricity, and gov- 
ernment competition. We did our best 
to keep art work professional looking, 
layouts clean and eye catching, and 
copy simple and direct. 

Of course we often wondered how 
well we were putting over our story. 
Who hasn’t? But aside from an occa- 
sional cherished compliment from ac- 
quaintances, or a rare newspaper edi- 
torial, we had no way of measuring 
our progress, if any. And that’s one 
of the big reasons why we began look- 
ing into survey possibilities. 

Personnel Assistant Robert J. Gor- 
man, after some investigation, de- 
veloped a CL&P survey modeled after 
a Bell Telephone system opinion trend 
survey which had attracted our atten- 
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tion as a particularly effective way of 
sampling customer opinion. 


M* GorMAN conducted our first 
survey in May, 1951, and the 
results he tabulated certainly gave us 
a clear picture of ourselves as we ap- 
peared to our customers. It was not a 
new picture, however, but merely a 
more clearly defined rendition of the 
image we had always more or less sus- 
pected our customers saw. 

Holding ourself up to the light we 
found, with some satisfaction, that 
most of our customers thought we 
were doing a good job. Far too many 
of our customers, however, had “no 
opinion” on many subjects we con- 
sidered vital, and some, of course, 
showed unfavorable attitudes on a 
number of questions. Obviously, mis- 
understanding and ignorance gave us 
plenty of room for attempting to show 
improvement. And for the first time, 
thanks to our survey, we could see our 
targets clearly. 

With Mr. Gorman’s help we im- 
mediately set about evaluating re- 
sponses, question by question, in an 
effort to establish a sound institutional 
advertising course for the remainder 
of 1951 and early months of 1952. 

One question that seemed to become 
more and more significant as survey 
replies were studied was, “Do You 
Think The Connecticut Light & 
Power Company Can Charge What- 
ever Rates It Wants to, or That Its 
Rates Are Regulated by a State or 
Governmental Agency?” 

Replies revealed that only 50 per 
cent of our customers realized that our 
company’s rates are regulated. Of the 
remaining 50 per cent, 8 per cent 
thought we can charge what we like, 
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and 42 per cent did not know whether 
or not our rates are regulated. 


| thee more important than the fact 
that surprisingly few people know 
our rates are regulated, however, was 
the discovery that between the group 
which did know our rates are regu- 
lated and the group which did not, 
there appeared to be significant differ- 
ences of opinion on other important 
subjects affecting our company. A 
correlation between awareness of state 
regulation and attitude toward 
CL&P’s rates, for example, as well as 
attitude toward government competi- 
tion in the electric industry, was sus- 
pected. 

Eager to test this hypothesis, we de- 
cided to introduce the PUC theme into 
our advertising program. We sched- 
uled four newspaper advertisements 
based on the functions of the PUC to 
appear in newspapers in our area dur- 
ing the period from June, 1951, to 
May, 1952. Several issues of our cus- 
tomer bill insert, The Connecticut 
Light News, were also set aside for 
discussion of the PUC theme. 

Samples of this material appear in 
these pages (148 and 150), and I’ll be 
happy to supply samples of additional 
ad proofs and bill inserts to those in- 
terested in obtaining them. 

I should point out that we have 
never felt the need for an advertising 
agency to handle our regular news- 
paper advertising program. We do 
our own copy and rough layouts and 
rely for finished work on an unusually 
capable and imaginative art and typo- 
graphical staff maintained by our 
printer. 

As soon as the rough proof of our 
first PUC advertisement was returned 
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We’re used to being examined! 





We report every cent we receive to Connecticut's 
Public Utilities Commission. We're used to being ex- 
amined by the PUC, because it’s their duty, as well 
as ours, to make sure that we continue living up to 

One of these obligations, of course, is to serve you 
well at the lowest possible rates, and we are constantly 
making an effort to keep our rates fair. 

Another responsibility is to the people in our own 
Company. They must be fairly-paid and have good 
working conditions. 

We have still another duty — to our stockholders. 
They are entitled to a reasonable return on their 
investment in CL&P. 

The Public Utilities Commission is your 
assurance that we do accept each of these 
responsibilities. It is one of your guarantees 
that your bills from CL&P will continue to 
be fair and reasonable. 


C.LEP 


THE CONNECTICUT 
LIGHT AND POWER COMPANY 

















by our printer, and well before its 
scheduled date of publication, we sub- 
mitted the proof to our Connecticut 
commission for its comments. 
We’ve been well satisfied with re- 
sults indicated by our second annual 
Opinion Trend Survey, conducted 
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in May, 1952. Among other things, 
it showed that about 14 per cent of 
our customers recalled having seen 
our advertisements or bill insert mes- 
sages on PUC regulation during the 
previous year, 

Better yet, replies to the survey 
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DO YOUR CUSTOMERS KNOW YOUR RATES ARE REGULATED? 


question on regulation revealed that in 
May, 1952, 6 per cent more respond- 
ents than in May, 1951, realized that 
our rates are regulated, a gain repre- 
senting about 18,000 customers. 

We believe our PUC advertising 
also helped in part to achieve a 5 per 
cent increase among customers who 
think our rates are “low” or “reason- 
able.” 

But most interesting of all was the 
repeated indication of a definite re- 
lationship between a _ customer’s 
awareness of PUC regulation and his 
attitude toward other subjects. 

For example, it appears that cus- 
tomers who are aware that our rates 
are regulated are also inclined to look 
favorably on our rates. Let’s take a 
loox at an analysis based on 1952 sur- 
vey findings. 

Difference in attitude toward rates 
between customers who knew rates 
are regulated and those who did not: 

1. Of customers who knew rates are 
regulated—66 per cent thought rates 
are low or reasonable, 18 per cent 
thought rates are too high, 16 per 
cent had no opinion. 

2. Of customers who thought CL- 
&P can charge what it likes—35 per 
cent thought rates are low or reason- 
able, 53 per cent thought rates are too 
high, 12 per cent had no opinion. 

3. Of customers who did not know 
whether or not CL&P’s rates are reg- 
ulated—55 per cent thought rates are 
low or reasonable, 18 per cent thought 
rates are too high, 27 per cent had no 
opinion. 

W: believe our PUC advertising 

program is pretty much justi- 
fied on the basis of this one question 
alone. The job of gaining customer 
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acceptance of genuinely low utility 
rates is an important one, and is evi- 
dently more easily accomplished when 
customers realize that representatives 
in their state government make cer- 
tain the rates we charge our custom- 
ers are fair. 


y  yaages relationship was found 
to exist regarding the question 
of government competition, as shown 
by the following breakdown: 

Difference in attitude toward gov- 
ernment competition between custom- 
ers who knew rates are regulated and 
those who did not: 

1. Of customers who knew rates 
are regulated—80 per cent thought 
the Federal government should stay 
out of the electric business in Connect- 
icut, 5 per cent thought the Federal 
government should go into the elec- 
tric business in Connecticut, 15 per 
cent had no opinion. 

2. Of customers who thought CL- 
&P can charge what it likes—73 per 
cent thought the Federal government 
should stay out of the electric business 
in Connecticut, 4 per cent thought the 
Federal government should go into 
the electric business in Connecticut, 
23 per cent had no opinion. 

3. Of customers who did not know 
whether or not CL&P’s rates are reg- 
ulated—50 per cent thought the Fed- 
eral government should stay out of 
the electric business in Connecticut, 
3 per cent thought the Federal gov- 
ernment should go into the electric 
business in Connecticut, 47 per cent 
had no opinion. 

Here again, it seems apparent that 
when customers are aware of PUC 
regulation, it is easier to convince 
them that there is no need for govern- 
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Connecticut's Public Utilities Commission watches 
us just as an umpire watches baseball players. 
One duty of the PUC is to see that our rates are 
fair...to you and to CL&P. Like any good 
umpire, the PUC is fair to both sides. 

Playing the game according to the rules is a 
responsibility we take seriously. We make a 
constant effort to provide you the best possible 





You Have A “Rate Umpire” 


THE CONNECTICUT LIGHT AND POWER COMPANY 
(A Busiwess-Memaged, Tax-Paying Compeny 


service at the lowest possible cost. It’s a fact that 
every penny we earn or spend is a matter of 
public record. We make frequent reports of 
our operations to the PUC, and this detailed 
information is available to anyone. It is your 
guarantee that we are always doing our best to 
keep CLA&P service the biggest bargain in your 
family budget. 








ment competition with Connecticut’s 
investor-owned utility companies. 


N our first year’s use of the PUC 
theme, we concentrated almost 
exclusively on the rate aspect of PUC 
regulation, because we felt that a 
wide understanding of this function 
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was of primary importance. And al- 
though we’re going to continue stress- 
ing the PUC’s regulation of our rates, 
we're getting ready to introduce the 
PUC’s regulation of our profits as 
well. Before our 1953 survey forms 
are distributed, we'll key several bill 
insert articles and newspaper adver- 
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tisements to the profit subject. We’re 
hopeful that this extension of our 
PUC theme will help our 1953 survey 
show a greater understanding of 
profits. 

I’m afraid I may have placed too 
much emphasis here on the PUC 
newspaper advertising we’ve done, 
and not nearly enough on the PUC 
messages we've published in our bill 
insert to customers, The Connecticut 
Light News. Both our surveys have 
indicated that our bill insert is read 
either “once in a while” or “often” by 
about 90 per cent of our customers. 
For that reason it stands out as a par- 
ticularly useful information medium, 
one we would argue very strongly 
against eliminating. 

Four articles published in The Con- 
necticut Light News during the pe- 
riod between surveys followed pretty 
closely the theme established in our 
newspaper advertisements. In every- 
thing printed so far we have tried to 
establish the fact that although Con- 
necticut’s PUC functions as a watch- 


ful, conscientious guardian of our 
customers’ interest, The Connecticut 
Light & Power Company observes a 
self-imposed responsibility to live up 
to the high standards established by 
the PUC. 

You'll be interested to know that 
Connecticut’s public utilities commis- 
sioners and staff members look with 
approval on our program to call our 
customers’ attention to the functions 
of our state’s PUC. 


| prageen I’d like to stress the fact 
that we are still experimenting 
with this advertising idea. On the 
basis of two opinion trend surveys 
made so far, it appears to us that PUC 
advertising can help accomplish diffi- 
cult public relations objectives. Only 
experience can tell us positively whetn- 
er or not we’re on the right track. In 
any event, we’re going to continue 
our own public utilities commission 
advertising program, and we're in- 
clined to be optimistic about its re- 
sults. 





oe ie have watched the creeping advance of Socialism 
over past years. The efforts to socialize medicine are 
but @ part of the broad front of socialization and cannot be 
separated from it. Should this country continue on the road 
which inevitably leads to Socialism, those things we cherish 
will be irrevocably lost. The history of other nations clearly 
demonstrates that beyond a certain point there is no easy way 
of return. It may not be easy to stop the progress toward 
Socialism, but it 1s far easier and more realistic to halt it than 
to try to eliminate it after it has become an accomplished fact. 
The time to begin is not six months hence, but now.’ 
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—Joun W. CLINE, 
Former president, American 
Medical Association. 
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Where to Find More Bus 


Riders, 


Maybe 


In Los Angeles, the transit men are persuading down- 
town merchants to give tokens to the bus-riding cus- 
tomers. Maybe new transit traffic has been tapped. 
Will there ever be a market for a dollar bus ride? 


By JAMES H. COLLINS* 


FTER several years of mounting 
troubles, some of the Los An- 


geles transit fellows, sorely in 
need of passengers, are making mar- 
ket studies—no less! 

No pet food manufacturer would 
think of entering a populous area 
without a count of mutts, by breeds, 
the determining factor in appetites, as 
well as owners’ affections. Nor would 
any swim suit maker with a glamorous 
line start his promotion before count- 
ing the blondes on the beaches—and 
then watching the thermometer. 

But in transit, until costs began to 
wrench fares out of line, passengers 
have been regarded as a sort of natural 
resource. There were so many in the 
rush hours, and holidays, and the 
schedules had to be planned to haul 
them. But so far as making surveys 
to find more —that has not been a 


*Business editor and author, Hollywood, 
California. 
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transit technique. Some transit men 
say, sadly, that selling has not been 
a transit technique, either. 

But since war’s end, transit com- 
panies have been going to state regu- 
latory commissions and asking fare in- 
creases. Every time fares are raised 
a little, so many passengers stop rid- 
ing. It is necessary to ask for another 
increase, and so many more passengers 
find other ways of getting to work, 
and once more the company is in the 
newspapers, explaining to the com- 
mission. 

“What you’ve got there, Mac,” any 
space cadet would tell you, “is a chain 
reaction.” 

And the folks in the street, reading 
the papers, say “Those guys are al- 
ways asking for higher fares.” 


No suppose a capable sales ex- 
ecutive, accustomed to selling 
dog food and bathing suits, were hand- 
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ed this problem — would he look 
around to see if, somewhere in the 
community, there were potential pas- 
sengers who might be attracted ? 

More passengers to ride in off-rush 
hours, to bring added revenue, ease up 
on the overhead, keep personnel work- 
ing to better advantage? 

Is that just a pleasant dream—or an 
unexplored transit country? 

In Los Angeles there appears to be 
one unworked mother lode of passen- 
gers from which the overburden is now 
being stripped, so to speak. 

And another potential pocket of 
passengers that will take more explora- 
tion and assaying. 

The first kind of passengers are the 
people who go shopping by bus and 
rail. 

And the second might be yourself 
—the businessman who is putting in a 
couple of hours every day as chauffeur 
for himself—and is he getting fed up! 

The Los Angeles Transit Lines 
have a sort of two-man market study 
staff looking into these possibilities. 
Steve O’Donnell is regularly director 
of public relations, and Guy Gifford is 
called “executive publisher,” which 
can be translated as advertising man- 
ager. A typical promotional setup for 
a transit company, which is generally 
short of money for promotion, and 
kept that way by regulatory bodies. 


Beng spent several years discussing 
this and that possible method of 
attracting more passengers, and have 
now begun to get some results. 

And would their setup be ready- 
made for Moscow! 

For they have begun doing some- 
thing to even up things for the people 
who ride to work and go shopping by 
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bus and rail, by getting merchants to 
pay their fares, in part at least. 

The lady who goes downtown shop- 
ping in her car not only has her park- 
ing paid by the store where she makes 
purchases, but everybody bows low be- 
fore her as a charge customer. 

When the lady who comes by 
transit lines walks in she gets noth- 
ing, and everybody snoots her when 
she pays for purchases in cash. 

Many years ago everybody came by 
transit. Then the better-heeled fami- 
lies got cars, and downtown merchants 
carried on the tradition of the carriage 
trade by providing parking, and it was 
not burdensome in the beginning. 

But today it is a heavy item in store 
expenses, and, worse, the physical 
space downtown is jammed with cars, 
and the carriage trade is demanding 
branch stores, and some authorities 
maintain that downtown America is 
doomed from coast to coast. 


| gomedia the bus and car shop- 
pers, who might be called the 
baby carriage trade, have been com- 
ing, paying their own fares, putting 
no strain on streets or parking lots, 
and the question arises, “Would more 
of them come if merchants chipped 
in to pay some of the fare?” 
Believing that they would, these 
two transit fellows cast around for 
some way of trying it out, with limited 
resources and personnel, and made a 
start by circularizing downtown busi- 
ness people. They explained the idea, 
that maybe merchants and theaters 
could get more customers by paying 
part of their fares. To any business- 
man interested they would be glad to 
explain further, and maybe help plan 
a refund scheme to fit his trade. 
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Downtown business associations 
were interested as listeners, but de- 
cided that this was something for the 
individual store or theater to go into. 
6 ben first department store man- 

agement that thought the idea 
worth trying out agreed to give street- 
car tokens to customers who asked for 
them, and showed sales slips to prove 
purchases of at least $3. But for one 
day only, as a feature in a big sale. 

It was not possible to hand out the 
transit tokens where the customers 


shopped, as is the case with parking 
validations. So a “token bar” was 


opened at one place, and customers re- 
ferred there. Though the idea was 
new—the idea of anything being done 
for the transit riding customer who 
paid cash !—the store gave out around 
1,250 tokens. 

The store publicized the idea in its 


sale advertising for that day, and the 
transit company mentioned it in 100,- 
000 folders distributed that week in 
“Take One” boxes on vehicles, and a 
token and a release were sent to news- 
paper columnists who might want to 
make something of the idea, even 
spoofing it. 

General result—a feeling that may- 
be there is something in this token idea 
for retail stores. But no harm in wait- 


q 


2 


ing a little while, to see whether it is a 
permanent thing. 

The first downtown theater to adopt 
the token idea got the same limited 
publicity. Its picture that week was 
mentioned in the transit folders, with 
an explanation of the token refund, 
each box-office patron being entitled 
to a free token with a ticket purchase. 
As evidence, a dated transfer stub was 
shown. This theater has given out no 
figures, but is continuing the plan, and 
as the token represents a substantial 
discount on admissions, it must be con- 


sidered productive. 
paw sporting goods store 
gives two tokens with every pur- 
chase. No minimum amount has been 
set, because average purchases in this 
trade are substantial. But it is signifi- 
cant that some sporting goods cus- 
tomers come by bus, and think it nice 
to have part fare paid both ways. 

The most heartening token sponsor 
secured thus far is a big public market, 
where about 60 lessees had to agree to 
the plan, and where, having started 
paying car fares, it would be hard to 
stop. 

This market is one of the sights of 
Los Angeles, with its quarter-million 
customers every week, practically all 
transit riders, because it is jammed in 


“Many years ago everybody came by transit. Then the 
better-heeled families got cars, and downtown merchants 
carried on the tradition of the carriage trade by providing 


parking, and it was not burdensome in the beginning. But 
today it is a heavy item in store expenses, and, worse, the 
physical space downtown is jammed with cars, and the 
carriage trade is demanding branch stores, and some 
authorities maintain that downtown America is doomed 


from coast to coast.” 
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between two narrow downtown streets, 
and has no parking facilities whatever. 
During the thirty-five years that it has 
stood there, the super market has been 
invented, with self-serve, one-stop— 
Los Angeles super market people are 
talking about motorized shopping 
carts, when they can redesign the mar- 
ket for such shopping—but at the 
Grand Central Public Market the cus- 
tomers crowd in narrow aisles, take 
their purchases away in shopping 
bags, and that goes on and on, regard- 
less of retail progress, because the 
volume gives attractive prices, and the 
bus riders keep on coming. 

When a customer has purchased 
$3 worth from one merchant a free 
token is given on showing a transfer 
stub. 

At the moment, tokens accepted on 
both transit systems are two for a 
quarter, good for a first zone ride with 
one transfer. For another nickel, the 
passenger gets a ride with two trans- 
fers. Most customers at this market 
have one transfer stub left, to prove 
the case. 

“Suppose Mrs, Juarez shows her 
transfer at Bill’s stand,” was objected 
at the preliminary discussion of the 
plan, “and then shows it again at 
Tom’s stand, and gets another token?” 

“OK—for each token she’d buy 
$3 worth of food.” 


6 Pines people point out that these 
transfer stubs afford a check on 
localities that send customers. The 
transfer stubs could be picked up from 
customers who do not use them for 
another ride—after shopping they will 
be going back home, in directions for 
which they are not valid. By collect- 
ing them for a checking period, a day, 


a week, and then sorting them by 
transit lines, a merchant would have 
a line on neighborhoods such as has 
not been available heretofore. The 
Los Angeles area has many neighbor- 
hood newspapers in which stores ad- 
vertise, supplementing the city dailies. 
Such a check would show where cus- 
tomers were coming from, and be a 
guide to effective advertising. 

There is a racial discrimination 
angle to this practice of paying for 
one customer’s parking, but refusing 
to pay toward the other customer’s bus 
fare. 

Los Angeles is a melting pot as 
turbulent as New York or Chicago, 
but with a different assortment of 
races, and more color. 

Negroes came in large numbers dur- 
ing the war. Mexicans have always 
been here, and regard Americans as 
the intruders, to be patiently endured 
until some day they go away again. 
There are Latin Americans and West 
Indians ; Chinese and Japanese of sev- 
eral generations ; Koreans, Hawaiians, 
Filipinos, Polynesians, Melanesians, 
Malays, Hindus—and American and 
Mexican Indians of many tribes. 

Racial tensions smoulder, and to 
give one customer a refund and ignore 
the other, suggests that he is in a 
racial minority that doesn’t count, or 
that he is a poor person ditto. 


Aro man by Chesterton’s defini- 
tion is just a man who hasn’t got 
much money. That doesn’t fit all of 
these bus-riding customers. Many of 
them have good bank rolls, and also 
cars, but buy their groceries where the 
overhead is low. Not a few of them 
go shopping for other things in their 
cars, and so enjoy the parking refund 
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Value of Transit Shopping Tickets 


a Sagar hergr various plans for having merchants pay transit 

riders’ fares have been based on a discount—so many tickets 

for a dollar. In California the public utilities commission frowns on 

such discounts. Merchants pay the straight two-for-a-quarter rate. 

With fares being increased again and again, the one-bit token has come 
to be looked upon as something worth having.” 





one day, and get discrimination an- 
other. 

Bus-riding customers come mainly 
from the “East Side,” where indus- 
tries predominate, to the south and 
east of the downtown area. Auto cus- 
tomers come from Hollywood on the 
west, Pasadena on the northeast, and 
newer residence districts on the south- 
west. It is in these automobile trade 
areas that downtown stores have been 
building branches, 

Transit men maintain that down- 
town has reached its limits for increas- 
ing automobile trade, that parking 
facilities are not capable of expansion, 
and that the merchant and property 
owner who put more money into park- 
ing facilities are sawing off the branch 
on which they sit. 

However, downtown businessmen 
do not think so, and will have to be 
shown; and at recent rate increase 
hearings before the California Public 
Utilities Commission, where every- 
body is heard, the transit spokesmen 
JAN. 29, 1953 


were challenged by automobile trade 
spokesmen, the bout ending pretty 
much in a draw. 

“One automobile brings one and a 
half shoppers,” argued the transit 
men, “while a bus brings forty, doesn’t 
have to be parked, takes up no more 
street space than two automobiles.” 

“People who have always been ac- 
customed to the independence of pri- 
vate transportation are not going to 
jam into busses!” countered the auto 
men. 


HE facts seem to be that they were 

both talking about different 
breeds of cats. The auto and bus cus- 
tomers come from different areas. It 
would be an impossible proposition to 
persuade the woman who drives to 
take a bus instead. But where the bus- 
riding population lives, in its hundreds 
of thousands, there are new customers 
to be attracted at reasonable cost, with 
tokens, and downtown shopping at- 
tractions. Downtown merchants are 
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asked to try it out and see what there 
may be in it for them. 

This token trade had possibilities 
for keeping vehicles busy in off-peak 
hours, because token shoppers can 
come after the morning rush, and start 
home before the evening rush. Also, 
by combining tokens with evening 
hours, merchants can extend the day’s 
business. All over the country mer- 
chants are finding that it pays to keep 
open one or more nights a week, and 
even on Sundays. It has been dubbed 
a “hot potato” issue, with some for it, 
and others strongly opposed, but those 
who do it have discovered that it pays, 
especially on goods like furniture, ap- 
pliances, and clothing, where a hus- 
band and wife decision is wanted, and 
both can shop together. 

So far, nothing has been done in 
Los Angeles to promote tokens among 
the thousands of merchants in the 
town’s innumerable outlying shopping 
neighborhoods. The plan is being 
tested downtown first of all. But from 
the transit angle, token traffic into out- 
lying neighborhoods would be desir- 
able, because it could come off-peak, 
and would be largely short-ride travel, 
which is profitable. 


| npn various plans for hav- 
ing merchants pay transit riders’ 
fares have been based on a discount— 
so many tickets for a dollar. In Cali- 
fornia the public utilities commission 
frowns on such discounts. Merchants 
pay the straight two-for-a-quarter 
rate. With fares being increased again 
and again, the one-bit token has come 
to be looked upon as something worth 
having. 

Some publicity has been organized 
for the token plan, out of transit com- 
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panies’ limited promotion resources. 
The “Take One” folders distributed in 
vehicles, changed weekly, are valued. 
Small token cuts are supplied mer- 
chants for their own advertising. And 
with Hollywood just around the cor- 
ner, there is some cheesecake—actress 
Gloria Maxwell was lent by the picture 
studios to pose in a swim suit, holding 
up a token. 

That seems to be the idea in toto. It 
is not patented, copyrighted, or trade- 
marked, so any transit company that 
wants to explore possibilities in its 
own community can take it from the 
public domain. 

There is another possible reservoir 
of traffic in automobilists who are get- 
ting tired of driving. 

They may be future customers for 
a dollar bus ride, or fifty cents. Noth- 
ing has been done about them yet, but 
there are angles worth considering. 


HEN an eastern businessman 

moves to southern California he 
immediately becomes a cowboy, say 
the Los Angeles transit men. Back 
East he rode subway or bus. Public 
transportation was quickest, driving 
often impossible. But at last he 
realized his ambition of moving his 
business into the Wide Open Spaces, 
or was sent there on behalf of his com- 
pany, and right off he wanted to drive 
his car everywhere, be an individual, 
regain his independence. It seems to 
be something lingering on in the Old 
West. 

Yipe-e-e! 

But after a couple of hours at the 
wheel, morning and night, five days a 
week, month after month, he gets 
plenty of it. It may be years, but he is 
sure to get enough—too much. 
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This is a curious thing in the execu- 
tive make-up. Your company presi- 
dent, or branch director, works in an 
air-conditioned office, with a secretary 
to closely schedule his appointments 
and confabs, a boy to lift the papers 
as he signs them, maybe a company 
plane to whisk him here and there, and 
a burden of detail that constantly 
grows. 

Then, for two hours a day, between 
home and office, he drives a taxicab 
through rush-hour traffic. You cannot 
call it anything else. 

Personal driving around to different 
plants has some variety, but home- 
office driving over the same route 
every day takes it out of you, and ex- 
ecutives are beginning to realize that 
cost in time and working energy. 

Is there some easier way? 

If there were busses that did it for 
a dollar, on the club car principle, with 
a lounge seat, and relaxation, and time 
for reading or paper work... 

If the bus came to your own door 
in the morning, dropped you at your 
office, and picked you up for the trip 
home... 

That would be a three-way bargain 
in time, energy, and money, because 
nobody can do it as cheaply in his own 
car. 


|. om the lady who insists on driv- 
ing downtown to shop in her 
own car would be horrified at the sug- 
gestion that a bus might have advan- 
tages. 

But suppose she were offered a 50- 
cent bus ride, with some exclusiveness ? 

Suppose she were picked up at her 
own gate, and set down at a big store 
entrance instead of having to park 


several blocks off, and was picked up 
at any other store for home. 

The women in southern California 
do an immense amount of driving. 

Nowadays you introduce the better 
half as “My best friend, severest 
critic, and chauffeur—my wife!” 

But enough is too much. 

“We girls are going to Santa Bar- 
bara for lunch,” announces the lady, 
at breakfast. “And goody! I won't 
have to drive.” 

Furthermore, there are thousands 
of workers who drive to their jobs, be- 
cause jobs are constantly spreading 
out, and often there is no other way to 
get to them. 


oe are headed into a dead 
end, and know it, and here 
seems to be an opportunity to sell them 
public transportation in new forms. 

There is a margin between ordinary 
bus fares and the expense of private 
driving that should stimulate the de- 
velopment of new transit services. 

And there are school busses already 
doing something of the kind, and those 
vehicles that, since horse-and-buggy 
days, in some cities, have been op- 
erated by merchants to bring shoppers 
from railroad terminals and ferries. 

The token plan is a bid for more 
traffic by better use of existing facili- 
ties. 

New special services pose new prob- 
lems. 

There is demand, based on discom- 
fort. The discomfort is bound to 
increase, accentuating the demand. 

Can the transit industry develop 
something to meet it? 

For the long haul, in Los Angeles, 
they believe that they eventually will. 
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Telephone Men against the Snow 


The efforts required to keep telephone circuits in operation over 

the backbone of the continent are regarded by the author as 

little short of “heroic.” The article is a tribute to all linemen 

who go about their duties in the face of bitter cold or other ex- 

treme weather conditions. In order to tell their story the author 

became acquainted with the crew, the service problems, and 
the terrain. 


By HENRY F. UNGER* 


telephone maintenance men 
each year wage a heroic battle 
against Old Man Winter in the wild 
country of Colorado. They have only 
one purpose—to keep the line open 
for the small population living in the 
small towns in the formidable passes 
and to keep long-distance service open 
across the backbone of the continent. 
Sometimes the winter elements get 
the nod of victory but not for long. 
The grim battle in the mountain coun- 
try of southern Colorado, where one 
of the most inaccessible telephone 
lines in the United States crosses the 
continental divide, continues until the 
telephone men have conquered the 
snow. 


| pony a group of hardy 


*For personal note, see “Pages with the 
Editors.” 


159 


Accustomed to the vicious nature 
of the Colorado winters, the telephone 
men of the Mountain States Tele- 
phone & Telegraph Company know 
what to expect in the Alamosa-Pa- 
gosa Springs sector of the Denver- 
Durango toll line. 

The line crosses Elwood Pass at an 
altitude of 11,776 feet. It consists of 
two physical and one phantom cir- 
cuits, which provide nine message toll 
and two telegraph channels along the 
route. To know what to expect 
doesn’t, however, diminish the haz- 
ards for the maintenance men. 

Durango (population 6,000) is in 
the southwest corner of Colorado, 
just east of Mesa Verde National 
Park, and a little north of New Mex- 
ico. It has an elevation of 6,500 feet. 
Pagosa Springs (population 1,600) 
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is a little over 7,000 feet in elevation, 
and Alamosa (population 5,600) 
skies up to 7,500 feet. It is 153 miles 
from Alamosa to Durango. Pagosa 
Springs to Alamosa is 90 miles, and 
from Pagosa Springs to Durango it is 
63 miles. The people in the area raise 
alfalfa hay and there is some range 
land. While the climate in this area 
is very pleasant in the summertime, 
resembling Flagstaff, Arizona, in the 
winter months, it is extremely cold. 


| paresinaree frigid winds, snows 
which build up to 15 feet, and 
treacherous snowslides make tele- 
phone maintenance a daily adventure 
in this continental divide area. To get 
the job done, despite the elements, the 
telephone men are armed with the 
latest tools of repair plus the equip- 
ment to battle the snow fields, such 
as the bulldozers and the unique Sno- 
cat. 

To know better what the telephone 
men must face, it is good to be briefed 
on the terrain of the countryside. The 
long-distance line was erected many 
years ago along a wagon road which 
was the lone outlet at the time to 
Durango and the San Juan basin from 
the east. Since that time, the road has 
almost collapsed because of land and 
snowslides, washouts, and weathering 
from the extreme changes in tempera- 
ture which make maintenance diffi- 
cult. The downfall of the route came 
when a new highway through Wolf 
Creek Pass to the San Juan country 
was completed. The Elwood Pass 
road has been abandoned. Only a few 
ranchers, miners, forest rangers, and 
telephone patrolmen use it. However, 
it can still be used if the traveler sets 
out in a jeep and in the summertime. 
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But the going is rough. The road just 
misses slide areas, moves its bumpy 
way through heavy timber, crosses 
bad bridges and fordable streams. 
Logs used in corduroy roads for pas- 
sage through swamps or bogs have 
rotted away. This makes a crossing 
almost impossible. 


A Big City telephone man might 
shudder at the route. Part of the 
road is dubbed “shelf road’’—a nar- 
row section slashed into the steep 
side of the mountain. A frightening 
drop of hundreds of feet into the 
creek bed on the opposite side leans 
away from the steep side of the moun- 
tain. All kinds of obstacles, including 
beaver ponds, stump fields, and slides 
of huge rocks, stop the telephone man. 
Often only a Daniel Boone trail is 
called a road. In some spots, the tele- 
phone line cannot be reached from the 
road. The telephone man must go on 
foot or on horseback. 

When the telephone men have 
crossed the continental divide through 
Elwood Pass at an altitude of nearly 
12,000 feet above sea level, they start 
down Timber Hill, a long stretch of 
downgrade where the men face more 
line trouble than anywhere else on the 
route. The roads are hopeless and 
even the jeep has its moments of pain. 
Further down on the western slope of 
the range, the telephone men come to 
McCormack slide, three miles of the 
most hazardous terrain on the entire 
route, both to the line and to the men. 
The circuits have been moved from 
the bottom of this permanent slide 
area to a place nearer the top, but 
there is still no other method to cross 
over except by foot. McCormack slide 
is the maintenance dividing point. To 
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it patrols come from Alamosa to the 
east, and from Pagosa Springs on the 
west, with all vehicles being turned 
back at the edge of the slide area. 


T° the ordinary telephone mainte- 
nance man, the summertime 
troubles encountered by the men on 
this continental divide route should 
contain enough headaches. But the 
problems and hazards triple in the 
winter months, 

Like a page from the log of the 
Byrd Expedition to the Pole are the 
accounts kept by the hard-hitting tele- 
phone men in their own logbook. 

January 7th. Crews pulled off 
Elwood Pass due to blizzard condi- 
tions and great danger of slides. Feb- 
ruary 3rd. Resume clearance of 
trouble west of McCormack slide. 
Bulldozer to clear two miles of shelf 
road. East side blocked by drifts. Feb- 
ruary 4th. Bulldozer working on east 
side of pass, making slow progress 
due to drifts from 10- to 20-feet deep. 
On west side, Foremen Hays and 
Cherry and four linemen broke trail 
with M-7 halftrack to a point half- 
way between East Fork cabin and 
Ranger station relief cabin. February 
6th. East side—Bulldozers reached 
Jasper. Must clear most of shelf road 
between Jasper and Stunner relief 
cabin before Sno-cat can get through. 
West side—Hays crew reached Silver 


Falls cabin with M-7. All trouble 
cleared from Durango to this point. 
Bulldozer working on shelf road above 
East Fork cabin. February 8th. East 
side—Bulldozers about two miles 
above Jasper. Slow going on shelf 
road. Eight feet of snow on level with 
drifts and slides up to 20-feet deep. 
West side—All trouble cleared to 
point three miles east of Ranger sta- 
tion. Took 14 trees out of line and 
cleared 137 wire breaks yesterday and 
today. February 13th. East side— 
Foreman Grgich and three men got 
through to Stunner with Sno-cat. 
Cleared two cases of trouble. West 
side—Two more slides caused trouble 
at two poles, which was cleared by 
Hays and his crew. February 16th. 
East side—Bulldozers released. Road 
cleared enough now for Sno-cat to 
operate safely. Men have cleared sev- 
eral cases of trouble. February 18th. 
East side—All trouble cleared to Mc- 
Cormack slide. Men held up in Mc- 
Cormack cabin due to blizzard. Will 
return to Elwood cabin if weather 
clears. It was necessary to travel on 
snowshoes for two miles due to deep 
drifts and steep grade on Timber Hill. 
February 19th. All men back safely 
at Stunner cabin. Three feet of snow 
has fallen in last twenty-four hours. 


' I ‘o assist the gallant telephone men 
in their battle against the wintry 


e 


men each year wage a heroic battle against Old Man Winter 


q “UNHERALDED, a group of hardy telephone maintenance 


in the wild country of Colorado. They have only one pur- 
pose—to keep the line open for the small population living 
in the small towns in the formidable passes and to keep 
long-distance service open across the backbone of the 


continent.” 
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wastes over the 42-mile stretch of 
high country, the Mountain States 
Telephone & Telegraph Company has 
come up with the Sno-cat, a new 
weapon in the struggle to keep main- 
tained the telephone service. The for- 
midable weapon joins the snow planes, 
snomobiles, and halftracks already in 
use. 


HE Cat is a 4,000-pound machine 

with four powered pontoons and 
tracks, so powerful that it can almost 
climb a pole. The Cat has an alumi- 
num cab capable of carrying four men, 
and is completely enclosed to shield 
them against the weather. The cab 
also contains a heater. For the small 
comfort of the men, sleeping bags 
with air mattresses are stored inside, 
along with a large supply of self-heat- 
ing canned goods. The men, in an 
emergency, can sustain themselves for 
a week or more. 

In addition, the Cat can pull a ski- 
mounted trailer which can carry more 
than a ton of supplies. Before the ad- 
vent of the Sno-cat, the telephone men 
had to don snowshoes and push wear- 
ily ahead for two to three days to 
reach a break in the line. Now, some 
of the treks have been eliminated by 
the Sno-cat. Recently, the Cat reached 
a break on the south side of the pass 
after traveling over the top, complet- 
ing a 66-mile round trip in less than 
a day, and saving three and one-half 
days of circuit time. 

The Sno-cat can cover all of the 42- 
mile isolated route except one 3-mile 
stretch. Over this route, the telephone 
men must still put on the snowshoes. 
Hardly knowing whether they will 
be carried away in a snowslide in the 
next moment, the brave telephone 
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men plod ahead into the precipitous 
country. It was not uncommon years 
ago for the men and pack mules to 
slide down the sides. This is consid- 
ered the permanent slide area which 
the line used to cross. It is so danger- 
ous that this portion of the lead has 
been abandoned. The men were in- 
structed not to set foot on the slide, 
and the line was rerouted around the 
top of the slide. 

Today, as in the past, the trouble 
shooters travel in pairs as a safety 
measure. 


Aw of trouble to the line comes 
from the extremely heavy for- 
estation. The telephone company has 
made attempts to remove some of 
these trees. But the forest rangers esti- 
mate that it would be necessary to re- 
move as many as 100,000 trees to 
eliminate all the difficulties from this 
source. 

The telephone men base the Cat at 
Alamosa. When it is needed, a hurry- 
up call is sent by phone and the Cat 
is brought by truck or trailer as far as 
it is possible to drive. In bad weather 
this would be where the wagon road 
leaves the Gunbarrel road south of 
Monte Vista. The Cat hurries along 
at a good pace for about 17 miles to 
the Stunner cabin, first in the string 
of shelters set up in the summer 
months and packed with food and 
necessary items for the telephone men. 
Even a small door has been built just 
under the roof for entrance when the 
snow piles up too high. 

From the Stunner cabin, the going 
gets much rougher. Back in the thir- 
ties, winter maintenance crews carried 
wire to the scene of a bad slide which 
disrupted telephone service. And three 


162 





TELEPHONE MEN AGAINST THE SNOW 





Importance of Winter Line Maintenance 


eal Bev icy grip of winter might smash at the telephone lines in the 

high Colorado country but the courageous trouble shooters, 

armed with skill, the finest equipment, and a high degree of heroics, 

almost always repair the broken lines and once more keep the small- 

town people in the isolated towns in a happy mood. Certainly the 

maintenance men who work on the continental divide are true heroes 
in the progress of America.” 





miles was considered a good day’s 
traveling. 

The veteran linemen express their 
tough grind in a pithy statement: 
“We had a good year last year. We 
had our summer on a Sunday.” 

When the Sno-cat leaves the cabin 
and these four company-owned cab- 
ins are strung along the Elwood Pass 
line at 5-mile intervals, it can move as 
far as the McCormack cabin, about 
four miles down the west side from 
the top. But then the next three miles 
become impassable. If the trouble is 


west of this point, the Cat is taken by . 


truck from Alamosa over Wolf Creek 
Pass which is generally kept open all 
winter, to Pagosa Springs and it can 
then handle the trouble-shooting task 
from the west side. 


' ] ‘HE Cat is one of the biggest joys 
that has come to the heavy-bur- 
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dened continental divide trouble 
shooters. The machine can almost 
bury itself in a deep snowbank and 
then work itself out when the driver 
shakes it. When, on a rare occasion, 
it cannot climb one of the steepest 
slopes, a cable can be anchored to a 
tree or rock at the top, and the Cat 
literally lifts itself by winching itself 
up the incline. 


B even the powerful Sno-cat 

doesn’t eliminate the personal 
touch of the trouble-shooting tele- 
phone man. Snow fills in the cuts on 
the shelf roads at a steep angle and 
often makes them impassable. The 
Sno-cat is stopped. The men take over 
with the bulldozer and clear some of 
the snow from the shelves. When this 
becomes impossible, the men put on 
their snowshoes and begin the long, 
wearying trek over the snow, fraught 
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with dangerous slides. The man’s 
weight can start tons of snow falling 
in a few moments. The men must 
carefully pick their way down the cen- 
ter of a slide area after climbing up 
to and repairing the line damaged by 
the slide. Often the weight of the ice 
clinging to trees brings down the line. 
Snowdrifts also frequently cover the 
telephone line. The trouble shooters 
then become shovelers while the wind 
howls and leaves their faces raw. In 
some places, the telephone men can 
touch the crossarms of the 25-foot 
pole because of the high drifting snow. 


— the hardened telephone 
trouble shooters were amazed last 
year when trouble came in droves in 
the Loveland Pass. Hundreds of tons 
of ice and snow, together with rocks 
and trees, swept down the towering 
slopes of the pass in a series of the 
worst slides in years. 

About 1,500 feet of the line were 
completely wiped out at one spot. 
When the first slide thundered across 
Highway 6 one evening, snow, tim- 
ber, and rocks covered 1,000 feet of 
highway to depths up to 35 feet, tear- 
ing at the heart of the communications 
line. 

The trouble shooters went into 
action, rolling as far as possible with 
trucks and then moving ahead on foot 
to the dangerous area. No sooner had 
service been restored at the slide, than 
another slide was reported. The crews 
again crept over the top of the pass 
to repair the fresh break. Undeterred, 
the struggle of telephone men against 
slides went on until complete service 
was restored. 

Not uncommon to the high country 
trouble shooters is the dog-sled team. 
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When machines failed to penetrate a 
particularly severe snow area, the dog 
sled was brought into play. Transpor- 
tation, Alaska style, also supplanted 
men on snowshoes. The latter method 
required the men to carry their test 
sets, climbing equipment, and ma- 
terial. 

But the method slowed down the 
men and exposed them to greater 
hazards and hardships. Snow condi- 
tions of 16 inches of new snow on top 
of a previous fall of from twenty to 
thirty feet, meant that only a dogsled 
team could be used. 


Siew “freight” team of thirteen 
dogs, consisting of a lead dog and 
six pairs on the “gang line,” was pro- 
vided last year by Stuart Mace of Ash- 
croft, Colorado. With the dog-team 
man went two combination men. The 
team, after stopping for a rest at a 
cabin, carried a total of eight miles to 
the line break. The snow had drifted 
over the east rim of Cottonwood Pass 
to form a cap that extended out about 
four feet through and over the com- 
pany wires. When the cap settled one 
wire was pulled in two. To eliminate 
further trouble, a hand line was placed 
around one of the men, as he walked 
out on the cap and shoveled snow and 
ice from the wires. 

When the work was completed, the 
trouble shooters decided to spend the 
night in a cabin—to avoid night trav- 
eling. Men and huskies slept in the 
cabin. For the return trip, the men 
took three hours and fifteen minutes, 
including time out for progress pic- 
ture taking. 

Men picked for the hazardous job 
in the high passes come from the small 
towns nestling in the mountains. Like 
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the people who live in the small towns, 
they appreciate the value of good 
service. 

It isn’t uncommon for the peo- 
ple to shelter the telephone men. 
Not uncommon, too, are the rescues 
made by these brave telephone men. 
Coming across some trapped persons, 
a trouble shooter during the last win- 
ter’s storms was able to lead them to 
the nearest company shelter and then 
call in for a snow plane to come to the 
area. 


| pooner conditions in the passes 
reach a point where there is dan- 
ger to the lives of the trouble shoot- 
ers, the efforts are stopped for a short 
while. But conditions must be ex- 
tremely treacherous before attempts 
to right the lines are stopped. The 
crew of about twenty-five men, op- 
erating from the base at Alamosa, 
keep up the struggle incessantly from 
the east side of the continental divide 
until the giant drifts and slides are 
conquered. 

All along the line, from each end to 
the rendezvous of the crews four miles 
west of Elwood Pass, numerous re- 
pairs are made on the circuits. Last 
year alone, some 500 inches of snow 
fell at the top of the pass, playing 
havoc with the poles and wires. In 
many places, the ingenious crews had 
to improvise where the poles were 
pushed away by slides. Not only did 
Mother Nature interfere but now and 
then a deer, with big antlers would, 
in its attempt to evade the snow, col- 
lide with the long-hanging lines and 


pull the line for a half a mile before 
disentangling itself. 

Accustomed to storms, the trouble 
shooters term the snowslides the most 
hazardous of the problems faced in 
their work. “It is no joke,” one of the 
trouble shooters says, “to have your- 
self picked up and set sailing along 
with no sky hook in the vicinity onto 
which to grab.” 


| game with every safety item 
available, these hardy outdoors- 
men of the telephone line are not 
afraid. 

Many have been at the job for 
a long time. They like the outdoors 
and they like to feel that, except for 
their efforts, the lines and service 
would be discontinued. The people 
living in the small towns realize the 
magnificent efforts of the trouble 
shooters and are perhaps more toler- 
ant of the short interruption of the 
service since they understand a little 
the vast problems encountered by 
these Mountain States Telephone & 
Telegraph Company trouble shooters. 

The icy grip of winter might 
smash at the telephone lines in the 
high Colorado country but the coura- 
geous trouble shooters, armed with 
skill, the finest equipment, and a high 
degree of heroics, almost always re- 
pair the broken lines and once more 
keep the small-town people in the iso- 
lated towns in a happy mood. 

Certainly the maintenance men who 
work on the continental divide are 
true heroes in the progress of 
America. 





JAN. 29, 1953 





Washington and the 
Utilities 


Too Many Cooks? 


f  getypon reorganization of Fed- 
eral government agencies has been 
long overdue and will get primary atten- 
tion in the new Eisenhower administra- 
tion. The danger right now seems to be 
that it will get too much attention from 
too many people at the same time. It will 
take all the tact and “general staff” or- 
ganization of the Eisenhower régime to 
keep three different investigating Fed- 
eral agencies from becoming a 3-ring 
circus. But it can be done; and there are 
certain natural lines of demarcation for 
operation of the three different groups 
of investigators, 

What are these groups? (1) A 
congressional committee investigation, 
headed by Representative Coudert (Re- 
publican, New York), restricted to Fed- 
eral government-business relations. (2) 
A revival of the old Hoover Commis- 
sion, which would take up where the old 
commission left off and develop new 
broad basic policies governing the gen- 
eral relationship between Federal, state, 
local, and business economics. (3) There 
is a short-range task force already in 
operation by appointment of President 
Eisenhower to give him advice on eco- 
nomic co-ordination of his existing Fed- 
eral agencies, and to cut out all the fric- 
tion that has developed between different 
members of the administration’s house- 
hold during the Truman régime. 

Coudert’s move is in the form of a 
double-barreled resolution to have Con- 
gress investigate Federal government 
competition with private enterprise. It 
was dropped in the hopper on the first 
day of the congressional session by Rep- 
resentative Coudert. One of his measures 
(H Res 12) would authorize the House 
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Appropriations Committee to find out 
three things: (1) How many govern- 
ment enterprises are competing with pri- 
vate business? (2) What is this costing 
the taxpayers? (3) What can be done 
about selling many of these Federal en- 
terprises back to private investors? Just 
in case the House Appropriations Com- 
mittee might raise some objection to tak- 
ing on such an investigation, Coudert 
also introduced an alternative resolution, 
H Res 15, to backstop the first one. This 
would set up a special “select” commit- 
tee to handle the same form of investi- 
gation. 


ce second, the long-range reorgan- 
ization program, is expected to be 
accomplished by revival of the old 
“Hoover Commission.” This has now 
been introduced in both houses of Con- 
gress by Senator Ferguson (Republican, 
Michigan) and Representative Brown 
(Republican, Ohio). This long-range 
commission will not duplicate the work 
of a task force already set up by Presi- 
dent Eisenhower to make a short-range 
study of those reforms recommended by 
the old 1947 Hoover Commission which 
were not put into effect, The new com- 
mission would explore fields of govern- 
ment reorganization which the old 
Hoover Commission did not cover. 
The long-range commission would be 
the one most likely to go into the prob- 
lem of getting the Federal government 
out of business enterprise. The Fer- 
guson-Brown proposal would set up a 
commission of twelve members (four 
from the Senate, four from the House, 
and four appointed by the President). 
This commission would use the old 
Hoover Commission recommendations 
as a starting point. That group limited 
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its studies to the efficiency of existing 
government operations without consid- 
ering possible changes in such broad 
basic policy matters as the very nature 
and purpose of some government activi- 
ties. The new commission would go into 
the relationship between the Federal, 
state, and local governments and the pri- 
vate tax-paying economy. Such proposals 
as the so-called “Wilson plan,” for re- 
turning Federal business activities to the 
enterprise economy, would fall within 
this scope. 

Eisenhower’s “short-range” commis- 
sion, already at work on improving Fed- 
eral government efficiency, will concen- 
trate on co-ordination between existing 
agencies. It would leave basic policy mat- 
ters to the long-range commission, but 
it will go into such questions of duplica- 
tion of effort and conflict of authority 
now apparent in a number of Federal 
agencies whose work affects public utili- 
ties. The report of the short-range com- 
mission is expected this spring, with rec- 
ommendations likely to be acted upon 
at the present session, The long-range 
commission, on the other hand, is not 
— to report until February 1, 
1954. 


5 
“Heresy” in the BPA? 


RDINARILY, a statement by a Secre- 
tary of Interior to the effect that he 
favors “any good plan to get the gov- 
ernment out of the power business” 
would be enough of a surprise to last for 
quite a while in the wake of the Ickes- 
Krug-Chapman tradition of that office. 
That is what Governor McKay of Ore- 
gon said when he was still governor, be- 
fore taking over as President Eisen- 
hower’s Secretary of Interior. But the 
thing that prompted McKay’s statement 
was even more startling. It was a pro- 
posal by Bonneville Power Administra- 
tor Paul J. Raver to get the Federal gov- 
ernment out of the power business in the 
Pacific Northwest. Dr. Raver admits 
that his position amounts to “heresy” on 
the part of a Truman appointee, but the 
well-planned nature of his proposal clear- 
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ly indicates that it is something which 
must have been on the good doctor’s mind 
for some time. 

Raver told his regional advisory coun- 
cil he favored the formation of an in- 
terstate agency, with approval of Con- 
gress and the Northwest state legisla- 
tures. This would replace the BPA, The 
proposed interstate agency would have 
wide administrative and financial powers 
and would either be appointed by the 
governors of states concerned or be 
elected. The new authority would as- 
sume powers over the Columbia river 
dams and construct any new ones. Reve- 
nue bonds would be the method of fi- 
nancing. McKay is admittedly consider- 
ing Clifford H. Erdahl of Tacoma, 
Washington, prominent in the North- 
west power pool system, as a possible re- 
placement for Raver, although the lat- 
ter may be retained either as head of 
BPA or in some other capacity. 

McKay’s favorable attitude toward the 
Raver plan was based on his discussions 
with Oregon’s U. S. Senator Guy Cor- 
don several weeks ago. He said at that 
time Cordon had discussed the matter 
with him, and that “I’ve got a lot of faith 
in Cordon’s judgment.” 


I“ a telephone interview, Senator Cor- 
don said from Washington, D. C., 
that he had played a hand in the prepara- 
tion of the plan outlined by Raver where- 
by a commission appointed or elected 


within the Pacific Northwest states 
would take over the Columbia’s develop- 
ment and wholesaling of power now ac- 
complished by the Bureau of Reclama- 
tion, Corps of Engineers, and Bonne- 
ville Power Administration. Broadly 
speaking, the Senator said, he favored 
the changes suggested in the BPA Ad- 
ministrator’s speech. He said that while 
in Portland he had asked Raver to “look 
into it from an operations standpoint.” 

His conversations with Raver were 
about changes that would bring a greater 
measure of local control of Columbia 
river development, Cordon said. 

Private power company spokesmen 
said they had discussed among them- 
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selves for more than a year the possi- 
bility of bringing a “greater local voice 
in management of our power affairs.” 


rom Olympia, Governor Arthur 

Langlie of Washington agreed with 
Raver’s proposal, although he said that 
a co-operative arrangement should be 
worked out between the regional author- 
ity and the Federal government so that 
the Federal investment in power should 
be protected until paid off. 

Langlie also argued that there are 
some projects that could not be financed 
except through the Federal government 
and that a co-operative program should 
be arranged to finance needed construc- 
tion that could not be handled in any 
other way. 

One private power company spokes- 
man said that Raver’s proposal was “all 
to the good,” adding that development 
of the Columbia may be had independ- 
ently of Federal financing, 

“This would take our power problems 
out of the political arena,” he said, “and 
enable us to meet them on an everyday 
business basis which would be tied into 
the economic demands of the region.” 

He also suggested that if the Federal 
Treasury is relieved of the need of put- 
ting money into power dam construction, 
it would be more able to finance other 
aspects of regional development. 

“The general policies of power devel- 
opment would be determined by the peo- 
ple of the region instead of by what 
Washington, D. C., policy makers think 
is proper,” said this man. 

He also cited the success of the volun- 
tary Northwest power pool as indicative 
of the type of arrangement that may be 
worked out. 

From a public power spokesman came 
more commendation for Dr. Raver’s 
proposal. Ford Northrup, assistant su- 
perintendent of the Eugene water board, 
a municipally owned power generator 
and distributor, said that he had made a 
much similar proposal in September. 

“Tt is the grandest thing imaginable,” 
Northrup said of Raver’s plan, North- 
rup for two years was president of the 
Northwest Public Power Association. 
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Gas Curbs to Linger On 


. ud 8 ie the (gas) industry gets 

sufficient pipeline capacity and 
increases its underground storage and 
other peak-shaving devices, it will have 
to put up with a control of the growth 
of its market in some areas.” This is 
the conclusion of Petroleum Administra- 
tion for Defense Deputy Administrator 
J. Ed Warren in a PAD report made 
public late in December by the then Sec- 
retary of Interior Chapman. This study, 
entitled “Gas Requirements and Sup- 
plies of the Gas Utility Transmission and 
Distribution Industry,” has been under 
preparation by the PAD Gas Planning 
Division for some months. 

Warren said that PAD hopes to re- 
move its space-heating curb Order No. 
2 “just as soon as the defense need for 
the order passes.” Warren did not give 
any date, however, except to say that it 
would not be “too far in the future.” At 
that time, he added, it will be up to the 
industry to continue close co-operation 
with state regulatory commissions, in 
order to retain any necessary curbs on 
a possible runaway gas market. 

The PAD report indicated that nat- 
ural gas utilities will have to carry out 
a continuing program of new line con- 
struction through 1955, if all potential 
customers are to be given peak-day de- 
mand service, The figures indicate that 
supply will be ample enough for peak- 
day loads in the 1952-53 winter if the 
weather is normally cold. Peak-day de- 
mands of all potential customers are ex- 
pected to rise to 38 billion cubic feet by 
the winter of 1955-56, however, up 50 
per cent from the 1951-52 peak-day re- 
quirement of 25.3 billion cubic feet. 
Utilities already have planned expansion 
to take care of much of the increase. The 
report points out, though, that they will 
need an additional daily supply of about 
1 billion cuvic feet in the winter of 1953- 
54, 1.7 billion cubic feet in 1954-55, and 
almost 3 billion cubic feet in 1955-56 
if all potential customers are to be sup- 
plied. 

The figures were prepared by 200 of 
the larger gas companies. 
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And Gossip 


REA Reviews 1952 Rural Phone 
Loan Activity 


ta rural telephone loan program 
of the Rural Electrification Admin- 
istration in 1952 resulted in large-scale 
construction for the first time since it 
was authorized in October, 1949. REA 
approved in 1952 telephone loans almost 
equal in amount to the combined total 
for the two previous years of the pro- 
gram. Total approved loans were $54,- 
000,000 at the end of 1951. They are 
now nearly $106,000,000. 

During 1952, many REA telephone 
borrowers completed the long period of 
sign-up of subscribers, engineering de- 
sign, and construction, and placed into 
operation 18 of the 20 automatic dial 
systems now in service. Since the middle 
of November, an average of more than 
one new REA-financed system per week 
has gone into service. Already, new 
REA-financed dial telephones are in 
service in more than one-fourth of the 
states: Virginia, Minnesota, New York, 
North Carolina, Tennessee, South Caro- 
lina, Louisiana, Indiana, Georgia, Texas, 
West Virginia, New Mexico, and Iowa. 
Texas and Iowa lead with three sys- 
tems in service. The third cutover (to 
dial service) in South Carolina is sched- 
uled in the near future. Other states, ac- 
cording to REA, are being added rapid- 
ly. Funds actually have been advanced to 
about 100 telephone borrowers, totaling 
more than $17,000,000. The first repay- 
ment due under the telephone program 
was made on schedule in September by 
a Virginia borrower, the Fredericks- 
burg-Wilderness Telephone Company at 
Chancellor. Of the 20 new REA-financed 
telephone systems in service, two are 
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owned by long-established nonprofit 
companies, six by newly formed farmer 
co-operatives, and the others by inde- 
pendent commercial companies, most of 
which have been in business since the 
early years of this century. 


¢ Congress accepts President Tru- 
man’s budget, REA would get an in- 
crease in its lending authority for tele- 
phone loans for the fiscal year 1953-54. 
Assuming Congress makes no changes 
in the President’s budget recommenda- 
tions, REA will get $65,000,000 for the 
rural telephone program as compared 
with $35,000,000 (plus) estimated to be 
spent during the current fiscal year. In 
his budget message, the President said 
this increase would offset a $30,000,000 
reduction in REA’s rural electrification 
program. Actually, however, REA would 
not only get $135,000,000 in new rural 
electric lending authority during fiscal 
1954, compared with $165,000,000 esti- 
mated to be spent this year, but also an 
additional $60,000,000 contingency fund. 
The rural telephone program would get 
no contingency fund, although it had and 
spent a small one during this fiscal year. 
For salaries and expenses, the REA 
budget calls for $9,000,000 in 1954, as 
compared with $8,287,980 in 1953. How- 
ever, the current expectations are that 
Congress will make substantial reduc- 
tions in both lending authority and REA 
administration expenses. 


g 
Ohio Commission Grants Two 
Rate Boosts 


HE public utilities commission of 
Ohio has granted the General Tele- 
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phone Company a $1,326,813 annual 
rate increase and ordered the firm to in- 
stall new equipment in approximately an 
equal amount to improve its service. 

The new type of order, one of the 
longest ever issued by the commission, 
spelled out in detail improvements to be 
made in 87 out of General’s 136 ex- 
changes. The improvements ranged from 
simple cable additions to dial conversions 
for entire exchanges. 

Most of the installations were to be 
completed by March 31, 1953, and all 
but two were to be finished by the end 
of the year. 

The commission set completion and 
reporting dates for all the projects, 

The order was the first to use the find- 
ings and recommendations of the com- 
mission’s staff of five field engineers, 
hired during the past year and a half to 
make regular inspections and reports on 
every teleph~ ne exchange in the state. 

Commission engineers refused to make 
a detailed estimate of the amount of the 
cost of the installations but said it would 
be “in excess of a million dollars.” 

The commission based its order on the 
testimony of these engineers and of com- 
pany witnesses presented at several hear- 
ings between September 8 and October 
30, 1952, where 57 protesting counties, 
communities, and organizations ap- 
peared. 

It found that the company’s valuation, 
for rate-making purposes, should be not 
less than $19,279,195 as of June 30, 1952, 
and that the increase would yield a 5.8 
per cent rate of return on this figure. 

The commission also found General’s 
service “ranges from poor to excellent 
and... it clearly appears that in some 
exchange areas (the company) should 
be required to improve its service.” 


HE commission took special note in 
retaining jurisdiction over several 
matters that “in many instances delivery 
of new equipment has been slow.” 
Nevertheless it was stated that “many 
of (the company’s) subscribers are not 
receiving the quality of service which 
they are entitled to receive.” 
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A sampling of the commission’s instal- 
lation orders showed the improvements 
were to go like this: 


Beaver Exchange — The company 
shall effect the conversion of the ex- 
change to dial operation with additions 
to interexchange circuits, on or before 
March 31, 1953, and file with the chief 
engineer of this commission a compli- 
ance report within thirty days after 
the dial system is cut into operation. 

Piketon Exchange — The company 
shall replace the existing dial system 
with one of larger capacity on or be- 
fore March 31, 1953. Concurrent with 
the establishment of the new dial cen- 
tral office, the company shall enlarge 
the existing distribution system as re- 
quired and increase circuit comple- 
ments between Piketon and exchanges 
Beaver, Idaho, and Waverly. 

Farmer Exchange — The company 
shall effect required tree trimming in 
the existing area not later than June 
30, 1953. Additional Bryan circuits 
shall be provided as required incident 
to the conversion of the Bryan ex- 
change. 


General originally asked for a $1,032,- 
600 annual rate increase on June 28, 
1951, but asked for a temporary emer- 
gency increase when told the case could 
not be heard for several months because 
of the unusually large number of cases 
pending before the commission at that 
time. 

It received one of the first emergency 
increases in the commission’s history 
February 20, 1952, in the amount of 
$728,565. 

Supplemental applications filed April 
8 and June 11, 1952, boosted the amount 
of the increase sought to $1,326,813. 


N a concurrent action, the Ohio com- 

mission granted the Ohio Consoli- 
dated Telephone Company the annual 
rate increase requested by the company. 

Consolidated figured the proposed 
rates would yield annual revenues of 
$872,834. However, commission ac- 
countants figured the new rates would 
bring in only $864,263 a year. 
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In the same order, the commission re- 
quired Ohio Consolidated to install hun- 
dreds of thousands of dollars worth of 
new equipment designed to improve its 
service. 

Improvements were ordered for 35 
out of the company’s 39 exchanges. 

Ohio Consolidated became the first 
telephone company in commission his- 
tory to ask for a temporary emergency 
rate increase when it filed its applica- 
tion September 29, 1951. This filing was 
made when the company learned the 
commission could not hear its original 
case, filed July 23, 1951, for several 
months. 

The firm filed a supplemental applica- 
tion April 8, 1952. 

The recent order recommended a rate 
base of $9,574,200 and found the new 
rates would bring a 5.62 per cent annual 
rate of return on this valuation. The 
Consolidated order followed the new pat- 
tern set in the case of the General Tele- 
phone Company of Ohio, described 
above. 

General and Consolidated are the two 
largest independent telephone companies 
in the state. 


T= note of several factors pe- 
culiar to the telephone industry, the 
commission said: 


Public demand for telephone serv- 
ice continues to grow and peak de- 
mands on available facilities are too 
frequently overtaxed even in those 
service territories where the quality of 
service is considered to be excellent. 
It is axiomatic that no telephone com- 
pany can improve and expand its serv- 
ice unless such company is producing 
sufficient earnings to attract the neces- 
sary and additional capital required to 
meet its demands for service. 

The commission is not unmindful 
of the fact that in the matter of rate 
making it is confronted with factors 
beyond its control such as Federal in- 
come tax, increased labor costs, in- 
creased material costs, and the general 
economic conditions, and the commis- 
sion recognizes that these factors pro- 
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duce an extreme impact upon rate 
making for public utilities. 

The commission wishes to commend 
the applicant company for the instal- 
lation of a large amount of new plant 
and equipment, as was shown by the 
evidence, despite the fact that the com- 
pany faced numerous difficulties as a 
result of delays in delivery of equip- 
ment and materials. However, it is the 
opinion of this commission that not 
all of the subscribers are presently re- 
ceiving the quality of service from the 
applicant company which they are en- 
titled to receive. And the commission 
therefore finds that, in some of its ex- 
changes, the applicant company is not 
now furnishing and providing with re- 
spect to its business such instrumen- 
talities and facilities as are adequate 
and in all respects just and reasonable. 


e 
Southern Bell Granted 


Rate Increase 


ame BELL TELEPHONE & TELE- 
GRAPH CoMPANY has been author- 
ized to increase its Kentucky rates—its 
fifth rate raise since 1946. The Ken- 
tucky Public Service Commission ap- 
proved increases in charges for local and 
intrastate long-distance service designed 
to bring in $740,941 more revenue a 
year. The company had asked permis- 
sion to increase its rates enough to bring 
in $2,582,000 a year more in revenue, 

The commission-approved increases 
are calculated to enable Southern Bell to 
earn 6 per cent on its net average intra- 
state investment in telephone plant. 
Southern Bell’s Kentucky manager de- 
scribed the commission’s order as “ex- 
tremely disappointing,” adding that “it 
provides for earnings at only a bare sub- 
sistence level. I had hoped that our re- 
quest for relief would be considered real- 
istically and that provision would be 
made for at least the minimum revenues 
required to obtain necessary capital for 
carrying forward a construction program 
in keeping with Kentucky’s growing 
needs. The earnings prescribed in the or- 
der simply are not adequate. . .” 
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Outlook for the Bell System 


N connection with a series of luncheon 

talks with utility analysts, the New 
York Telephone Company recently is- 
sued an interesting booklet of facts and 
figures entitled “For Telephone Prog- 
ress,” which had been prepared by Vice 
President Russell H. Hughes. Much of 
the data related to the Bell system as a 
whole. The charts and their accompany- 
ing comments gave an excellent picture 
of the progress, objectives, and problems 
of the Bell system, hence a summary may 
interest our readers. 

Since 1945 the Bell system has attract- 
ed $5 billion of investors’ capital or 
about one-seventh of the $35 billion 
raised by all corporations. The system 
has had to obtain 96 per cent of its new 
capital in the postwar period from in- 
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By OWEN ELY 


vestors, while ten leading electric com- 
panies had to obtain only 88 per cent 
(the rest being derived from deprecia- 
tion, retained earnings, etc.). The com- 
panies represented in the Dow-Jones in- 
dustrial average financed most of their 
construction through retained earnings, 
depreciation and depletion, etc., raising 
only 26 per cent by sales to investors. 

Over half of the Bell system’s new 
capital (in the postwar period through 
July, 1952) was in the form of debt, the 
character of the financing being as fol- 
lows on that date: 


Debt 


General Debt ........ 
Convertible Debentures 


Per Cent Billions 


41% 
14 55% $28 


Common Stock Equity 


Resulting from Con- 
version of Deben- 





Ie 33% 

Sold to Employees ... 8 

Retained Earnings ... 4 45% $24 
PE Shc nenceaens 100% $5.2 


A vERY large percentage of the Bell 
system’s new equity capital has 
been obtained through sale of American 
Telephone and Telegraph convertible 
debentures which, in turn, were convert- 
ed into common stock. This huge equity 
capital has been obtained because of in- 
vestors’ faith in the future stability and 
growth of the Bell system, despite the 
fact that AT&T has not increased its 
dividend for many years. Leading elec- 
tric companies have raised their divi- 
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dends 10 per cent (on the average) since 
1940, and the industrial companies in 
the Dow-Jones average have raised 
theirs 131 per cent. 

The comparisons between the Bell 
system and the average electric utility 
were shown in some of the charts, as il- 
lustrated in the table below. 

These basic distinctions between the 
Bell system and the electric utilities seem 
due largely to the fact that the telephone 
business is relatively an industry of “de- 
creasing returns”—since facilities must 
be provided so that each new customer 
may be interconnected with an ever-in- 
creasing number of old customers. The 
cumulative effect of this factor on operat- 
ing costs has been obscured by the great 
increase in efficiency resulting from grad- 
ual mechanization of the business, as well 
as other improvements developed by Bell 
Laboratories, Western Electric, and 
AT&T itself. 

Not only is more plant investment 
needed per phone call as the business 
grows, but the normal usage which cus- 
tomers make of their telephones is a 
factor that must be taken into account. 
The fact is that the number of calls per 
customer has actually decreased in re- 
cent years, probably due to the greater 
number of phones used per employee by 
business establishments and to a rapid 
increase in the proportion that residence 
telephones are of the total. Thus, the tele- 
phone company has been unable to bene- 
fit fully by the kind of growth which has 
meant so much to the electric utilities— 
increased use of facilities by each cus- 
tomer. However, the telephone long- 
distance business has grown considerably 


e 


Plant Per Unit of Output* ........ 
Sales Per Customer (Calls and KWH) 2, a 2,394 
Payroll Expense Per Unit* ....... 


Per Cent of Revenues Required 


Be NEE 6.55. os csccdesnernencs 


in recent years and this benefits the 
telephone business in much the same way 
that using more electricity per customer 
benefits the electric business. 


to Bell system has also suffered (as 
compared with the electric com- 
panies) because of its relatively high 
payroll expense, as indicated above. It 
has been much easier for the electric 
utilities to increase output per employee 
than for the telephone companies. In 
1951 the Bell system had to pay out 80 
per cent more in payroll cost for each 
telephone call than in 1939, while the 
payroll expense for the electric utilities 
increased very little per kilowatt hour. 
The Bell system now has to pay out over 
twice as large a percentage of its rev- 
enues for payroll as the electric utilities. 
Largely as the result of these heavy pay- 
roll costs, the Bell system carries down 
to common stock earnings a smaller per- 
centage of revenues than the electric 
utilities. This means that any general 
decline in revenues may pose a more 
serious future problem for the Bell sys- 
tem management. This in turn indicates 
the need for a more conservative debt 
ratio for the AT&T system. 

During the period 1922-1951 the aver- 
age of the year-to-year changes in rate 
of earnings, and the resulting differences 
in debt ratios, are indicated in the fol- 
lowing figures: 

Year-to-year 
Earnings Debt 
Changes Ratios 
20 Operating Electric 


Companies ....... 5% 45% 
Bell System ........ 9 35 
20 Manufacturing 
Companies ....... 24 13 
Bell System Electric Cos. 
1939 1951 1939 1951 
.. 15.00¢ 16.08¢ 10.27¢ 7.49¢ 
3,924 7,192 
.. 140¢ 2. 53¢ .372¢ .384¢ 
-. 37.7% 44.7% 17.6% 21.2% 


Approx. Per Cent of Revenues Avail- 


able for Return on Capital ...... 


e 23% 14% 32% 18% 


*The unit for electric companies is one kilowatt hour, and for the 


Bell system one phone call. 
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NOTHER point made by Mr. Hughes 
was that surplus earnings required 
to tide over poor times must be secured 
in years of good business, like those of 
the postwar period. As shown in the ac- 
companying chart, American Telephone 
and Telegraph was able to take advan- 
tage of the 1925-29 period of prosperity 
to increase its surplus substantially—but 
this ground was more than lost during 
the ensuing depression, and only a small 
part of the lost ground was recovered in 
the period 1940-43. After 1943 surplus 
started on a fresh decline which had been 
only about half recovered at the end of 
1951. 

Moreover, in order to maintain the $9 
dividend rate and obtain the huge 
amounts of equity capital required, 
AT&T has been forced to pay out a sub- 
stantially larger amount of its earnings 
in recent years than it did in the period 
1926-29—despite the fact that manufac- 
turing companies have a substantially 
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lower pay-out now than in the 1920's. 
Mr. Hughes stated that in active busi- 
ness periods the dividend pay-out for the 
Bell system should not be more than 60- 
70 per cent, although the pay-out during 
1946-51 averaged about 88 per cent. 
Mr. Hughes pointed out that the rate 
of earnings on new common stock sold 
by investment-grade electric utilities in 
recent years has averaged about 10 per 
cent, and that the same rate is required 
on AT&T stock (or on the proportion 
of the rate base represented by stock). 
It is the objective of the Bell system to 
have its capital structure two-thirds 
equity and one-third debt. This objec- 
tive would be substantially attained if 
present convertible debentures were all 
converted into common stock, and if em- 
ployees’ instalment contracts to purchase 
stock were all completed. Figuring a 3 
per cent return on debt and 10 per cent 
return on common stock (with ratios of 
one-third and two-thirds as explained) 
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would mean an average return on the 
entire investment of 74 per cent-8 per 
cent. 


Natural Gas Earnings Improve 


A’ shown in the chart on page 176, 
monthly net income of the class A 














e TT. Bell system, like other utility and B natural gas companies has shown 
a companies, has suffered heavily a reversal after the sharp dip below 1950- 
8 from the impact of inflation—in other 51, during the four months May-August. 
words, costs have risen faster than rates. While August net income was 35 per 
. This has been recognized by the New cent below last year, September showed 
d York Public Service Commission, which a gain of 46 per cent and October a 
7 stated that “the future of this company jump of 58 per cent. Operating revenues 
4 may well be seriously affected by further in October were 26 per cent over last 
. advances in the inflationary spiral in year, compared with 21 per cent in Sep- 
‘ common with many segments of Amer- tember and 19 per cent in August. 
. ican industry.” However, too much _ importance 
- The Bell system has made consider- should not be attached to the monthly 
s able progress in convincing the public of figures taken in relation to the previous 
f its financial needs, and the regulatory year, during the seasonal period of low 
7 bodies with which it deals throughout the earnings. For the twelve months’ period 
country have given partial recognition to ended October 31st, net income of nat- 
‘ these needs. Thus in over 100 rate pro- ural gas companies gained only 6 per 
3 ceedings since 1940, upward rate ad- cent compared with a gain in revenues 
justments have been accomplished, and of 17 per cent, and this despite the fact 
. total rate increases since 1946 (through that income taxes increased only about 
July, 1952) have been equivalent to near- 6 per cent. During the twelve months’ 
) ly $600,000,000 in increased revenues. period purchased gas cost 21 per cent 
However, since 1940 the average in- more than last year, and in the month 
crease in telephone rates has been only of October nearly 34 per cent over Oc- 
| 23 per cent compared with a 92 percent tober, 1951. Had income taxes in- 
” gain in consumer prices. Moreover, creased in the same proportion as rev- 
many of the rate adjustments have enues, the October gain in net income 
lagged, sometimes coming months after would have been reduced to 34 per cent, 
the need for them had become urgent. and in the twelve months’ statement 
Thus the Bell system must continue to there would have been hardly any gain 
- press its program of educating the pub- in net income. 
lic and the commissions as to the need As of October 31, 1952, net gas utility 
for prompt and adequate adjustments in plant showed an increase of 14.3 per cent 
rates, rather than increases which may over last year, so that the gain in in- 
‘ prove “too little and too late.” come during the twelve months ended 
CURRENT YIELD YARDSTICKS 
1952 Range 1951 Range 
20 Recent High Low High Low 
U. S. Long-term Bonds—Taxable ....... 2.78% 2.78% 2.56% 2.74% 2.39% 
UG BONO —AGR 2... cccccccccessesce 3.02 3.08 2.93 3.09 2.64 
TD tessreceseessueoeians 3.09 3.11 2.99 3.18 2.70 
ED toch siebeianiaxteneoks 3.24 3.31 3.21 332 282 
ee ee 3.50 358 346 3.58 3.21 
0 Utility Preferred Stocks—High-grade ... 4.01 424 3.94 4.25 3.77 
Medium-grade. 444 4.71 4.33 4.71 4.19 
Utility Common Stocks .....cccccccccees 5.11 5.59 508 6.14 5.62 
Latest available Moody indices are used for utility bonds and preferred stocks; 
Standard & Poor’s indices for government bonds and utility common stocks. 
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NATURAL GAS UTILITY COS., CLASS A & B 
TREND OF REVENUES AND NET INCOME 


1952 MONTHLY RECORD 
— REVENUES 


~ 


NET INCOME 


Feb. Mar. Apr. May June July Avg. Sept. 


YEARLY RECORD (in millions) 


oe 


>| 
8 8 8 $3883 
- 


™“ 
8 8 8 8 83833 
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October (10 per cent in gross and 6 per 
cent in net income) was insufficient to 
earn a fair return on the new capital. 


v 


New York Commission Raps 
Municipal Plant Power Costs 


HE city of Jamestown, New York, 

which operates a municipal electric 
utility, applied last June for substantial 
increases in all its rates. On December 
9th the public service commission ap- 
proved the increases but took the occa- 
sion to make some rather caustic com- 
ments on the operating costs of this mu- 
nicipal utility. Under the old rates the 
utility had estimated revenues for 1952 
of $1,885,069 and an operating deficit of 
$131,846. Production expenses were 
$1,040,246, depreciation $491,475, and 
a tax equivalent charge of $175,000 was 
made. (There were also some miscel- 
laneous expenses.) The depreciation 
rate was found to be rather high and the 
city reduced the rate for 1953, but even 
after adjusting for the lower deprecia- 
tion charge, actual operations for the 
year ended September 30, 1952, showed 
an operating loss in excess of $14,000. 





*UTILITY NEW MONEY FINANCING 
(In Millions) 
% In- 


Month crease 
Of De- Over 
cember 1951 
Electric Utilities 
Bonds .... $99 
Preferred . 
Common . 


Year 
1952 


$1,075 10% 
207 8 
412 14 


Totals $1,694 11% 


Gas Utilities 
Bonds ... 472 
Preferred . 90 
Comm 


D 19% 
109 
on . 94 13 
D 7% 


"656 


$2,350 5% 


*As compiled by the Irving Trust Com- 
pany. D—Decrease. 


Totals .. 


Total Electric 
and Gas — 
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The commission pointed out that the 
Jamestown plant’s allowance for taxes 
was $45,000 less than a private utility 
would pay for local taxes, and moreover 
it is free of Federal income taxes. The 
primary cause of the poor financial show- 
ing was that the plant was being operat- 
ed very inefficiently, with the new unit 
operating at only 42 per cent of capacity. 
Production cost was estimated to aver- 
age 6.93 mills per kilowatt hour as com- 
pared with 4.40 mills for a comparative- 
ly small private unit near by. As a re- 
sult, the increased residential rates to be 
paid by residents of Jamestown will be 
11.4 per cent in excess of rates being paid 
by customers of a private utility serving 
adjacent territory. 


Tt. commission also remarked that 
the proposed general increase in 
Jamestown rates, averaging 18.84 per 
cent, is (with the exception of an in- 
crease given another municipality in 
1949) the highest yet granted to any 
electric utility to meet the modern in- 
flationary trend. The commission stated : 


Present and proposed costs of elec- 
tric service in the city of Jamestown 
are not, at root, the fault of opera- 
tional management. The large pri- 
vately owned utility systems are so in- 
tegrated that surplus power in one 
section flows to points of peak de- 
mands in other sections. Distribution 
over a wide area promotes flexibility 
in the operation of generating facili- 
ties. The resulting efficiency and econ- 
omy of operations produce low-cost 
power. The city of Jamestown will be 
unlikely to solve the problem of effi- 
cient operation of its new generating 
plant until the night power load ex- 
pands threefold, so that it is enabled 
to run at high and uniform rates, or 
the city finds a market elsewhere for 
its surplus power. 


The commission’s decision again calls 
attention to the great advantage enjoyed 
by municipal utilities in the matter of tax 
savings and low capital charges, But in 
some cases even these great advantages 
are insufficient to offset the high produc- 
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tion costs resulting from small-scale, 
inefficient operation. 


HE commission made complimentary 
reference to the ability of the utility 
industry generally to offset inflation by 
increased efficiency. “No product or 
service so intimately affecting the lives 


e 


of so many people and so directly influ- 
encing the costs of so many products has 
been more resistant to the inflationary 
trend of our times than electricity. . . . 
As an element in the cost of goods it has 
remained comparatively unchanged while 
almost all other direct components have 
kept pace with the rising trend.” 


CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Operating Statistics (November) 
Output KWH—Total 
Hydro-generated .. 
Steam-generated .. 
Capacity 
Peak Load (September) 
Fuel Use: ay 


Oil 
Coal Stocks 


KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial .... 
Industrial 


Income Account—Summary (October) 


Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales . 
Sales to Other Utilities . 
a - an 
Expenditures—Fue 
Labor 
Misc. Expenses .... 
Depreciation 


Interest 
Amortization, etc. . 
Net Income 
Pref. Div. (Est.) .. 
Bal. for Common 
Stock (Est.) .... 
Com. Div. (Est.) .. 
Bal. to Sur. (Est.) . 
Electric Utility Plant (October) .... 
Reserve for Depreciation and Amort. 
Net Electric Utility Plant 


Mill. Tons 
Mill. MCF 
Mill. Bbls. 
Mill. Tons 


Customers, Sales, Revenues, and Plant (October) 
Bill. KWH 


Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Latest 
12 Mos. 


395.6 5% 
_ D19 


Latest 
Month 


%o 


33.7 
5 


LIT 1lolle 


— 
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— 
— 
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Life Insurance Investments (January Ist-December 27th) 


Utility Bonds 
be Stocks 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
Share Earnings* 

1951 1/7/53 Divi- Cur- Price- 
Rev. Price dend Approx. rent % In- 12 Mos. Earn. 
(Mill.) teld Period crease Ended Ratio 
Pipelines 

Mississippi River Fuel ... $2.20 5.9% $3.27 Sept. 
Southern Natural Gas ... 48 2.37 Sept. 
Tenn. Gas Trans. ....... 5.4 1.60 Sept. 
Texas East. Trans. 5.6 1.76 Dec. 
Texas Gas Trans. ...... A] 1.19 Sept. 
Transcontinental Gas .. 1 


Averages 
Integrated Companies 


American Natural Gas .. 
Columbia Gas System .. 
Commonwealth Gas 
Consol. Gas Util 

Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 

Mountain Fuel Supply .. 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ...... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
Southwest Nat. Gas .... 
United Gas Corp. ...... 


Averages 


Retail Distributors 


Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Electric & Gas .. 
Consumers Gas 

Hartford Gas 

Houston Natural Gas ... 
Indiana Gas & Water .... 
Kings County Lighting .. 
Laclede Gas 

Minneapolis Gas 

Mobile Gas Service 

New Haven Gas Light .. 
New Jersey Natural Gas 
North Shore Gas 

Pacific Lighting 

Portland Gas & Coke .... 
Seattle Gas 

South Jersey Gas 
Springfield Gas Light ... 
United Gas Improvement . 
Washington Gas Light ... 
West Ohio Gas 


Averages 
Canadian 
International Utilities .... $1.40 47% $1.88 18% Sept. 160 74% 

179 JAN. 29, 1953 


elelelo) 17, 
S8S55 


Sept. 


5 
6. 
5.6% 


x 


Sept. 
Sept. 
Dec. 
July 


m 
+H 


fA 
a i OO 
us 
SSARSS 
PNAPPPOMMBNNOUNNUMA AE ON 


me Ne 


mS NEN ets 
ASSSSSSSSSSSERSTS 
SRESSEGNRNEENB 


Oe Re Woh) et et ND Cd et 


S 
Ss 
O 
8 A 
S 
Ss 
Ss 
O 
O 
A 
O 
A 
O 
S 
A 
A 
S 
O 
Ss 
O 
O 
Ss 


UNSCRPH OM OUWONADNUWARWOH 


os 

. 
-. 
58 


> 
Re 
“n 

oe 

“I 

es 


wn 
OWwWoOrom 
PO et ed ied ee nd 
Ww 
S8BR 


2% 
inty 4 
Ss * 


Ne 


eeneseessssescesesee 


HYUASBUS oUwGNE 
OMNNQOWVCOMNOOCVOOCOMNPODCOOOMNO 


-_ 
dS 
> 


a tte 
RAMEE BUD AUMUND AS ngs No 


WIS MUS OS NUN WY SBDOWH 


%o 





PUBLIC UTILITIES FORTNIGHTLY 





RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
—— Share Earnings* 
1/7/53 Divi- Cur- Price- 
Price dend Approx. rent %o In- 12 Mos. Earn. 
About Rate Yield Period crease Ended Ratio 
Communications Companies 
Bell System 
Am. Tel. & Tel. (Cons.) 161 $9: 
Cinn. & Sub. Bell Tel... 74 
Mountain States T.& T. 105 
New England Tel.& Tel. 113 
Pacific Tel. & Tel. 116 
So. New England Tel.. 35 


Averages 


x 


$11.40** D8% Aug. 14.1 
4.56 D1 Dec. 16.2 
6.32 34 Sept. 16.6 
6.96 D29 Sept. 16.2 
8.07** D5 Aug. 14.4 
188 Dil Dec. 18.6 


16.0 


WAN UD tn 
Or, NITRO 


wn 
oO 
Ss 
Ss 


Independents 
Central Telephone 
General Telephone .... 
Peninsular Telephone. . 
Rochester Telephone .. 


Averages 


PS 


24% 
43 
D7 
2 


Yr Egy 
NON 


un 
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Transit Companies 

O Cincinnati Transit .... 
O Dallas Ry. & Terminal 
S Greyhound Corp. ...... 
O Los Angeles Transit .. 
S National City Lines ... 
O Philadelphia Trans. ... 
O Rochester Transit 

O St. tots F.S A .... 
O Syracuse Transit 

O United Transit 


Averages 
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Water Companies 
Holding Companies 

S American Water Works . Sept. 

O New York Water Serv. 46 80 b Sept. 


© 
a 
a 
tn 
o 


Operating Companies 
Bridgeport Hydraulic . 
Calif. Water Service .. 
Elizabethtown Water .. 
Hackensack Water .... 
Jamaica Water Supply . 
New Haven Water ... 
Ohio Water Service ... 
Phiia. & Sub. Water .. 
Plainfield Union Water 
San Jose Water 
Scranton-Springbrook . 
Southern Calif. Water . 
West Va. Water Service 


Averages 
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Dec. 

Dec. 
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Dec. 

Sept. 

Dec. 

Dec. 
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F Sept. 
1.28 Sept. 
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C—American exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. #Includes stock dividend. 
NC—Not comparable. x—Deficit in the nine months ended September 30th. a—President of 
company estimates earnings for the year ended September 30, 1953, at $1.52 a share. {Pro forma. 
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gd last year, two Los Angeles gas 
companies planned a public rela- 
tions movie with a new angle—to be 
shown as part of a discussion program, 
with a question-and-answer period, be- 
fore various groups. 

It has been successful beyond expec- 
tations, a sort of “hit show” that keeps 
twenty prints going, for a half-dozen 
showings daily, with some fifty “Mc’s” 
who volunteer from the people of the 
Southern California and Southern Coun- 
ties Gas companies. 

These companies have used films for 
a number of years, starting with some 
engineering record footage that was 
pieced together to show the public the 
construction work on a huge under- 
ground storage reservoir. When a 1,200- 
mile natural gas pipeline was built from 
Texas, the company had Hollywood pic- 
ture people make a professional film. 
These movies were keyed to the engi- 
neering wonders of the gas business. The 
public was interested in that, 

But the new movie was made to show 
audiences some of the management fea- 
tures of the gas business. It is titled “The 
Challenge of Growth,” and deals with 
the great additions of population and in- 
dustry that have come to the Los An- 
geles area since the war—more than 50 
per cent—and the problems of home con- 
struction and utility services that have 
had to be met. 

Early in 1951, in connection with rate 
increases that had to be asked for, the 
companies discovered that the public, and 
its customers, had no conception of rate 
regulation, rate making, inflation costs, 
and utility financing. This film was 
therefore planned for showing to service 
clubs and civic organizations, in the be- 
lief that while the audiences reached 
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would not be large, the people would be 
influential in molding public opinion. 


HE picture is 16mm, in color, runs 

fifteen minutes, and gives a diversity 
of shots showing community growth, the 
building of homes, schools, highways, 
and gas plant. The script was written for 
a long run, to be kept up to date with 
additions as conditions change. It was 
made by Polaris Pictures, Inc., Holly- 
wood. After showing, there is a 15-min- 
ute talk from a prepared program by the 
company representative, with oppor- 
tunities for discussion and questions. Al- 
together, it is a half-hour feature, timed 
to the average service club and organ- 
ization lunch or other meeting. The pre- 
pared script, too, is frequently revised to 
include new information. 

Against the background of community 
growth, some striking utility figures are 
given. Prewar plant for a gas customer 
called for an investment of $127. In 1950, 
this had risen to $349. The companies 
then had 470,000 more customers than in 
1940, That called for about $145,000,- 
000 new investment. The customer gain 
was 64 per cent, but the investment in- 
crease was 109 per cent. Prewar gas 
rates were around 70 cents per thousand 
cubic feet, and in ten years the rates rose 
only about five cents. Wages rose 110 
per cent, and the cost of gas 75 per cent. 

This show followed the Broadway pat- 
tern in drawing audiences, gaining popu- 
larity by word-of-mouth advertising. It 
was at first offered to service clubs and 
civic organizations, but presently the 
American Legion, and fraternal, wom- 
en’s, and neighborhood groups were ask- 
ing for it, and such organizations were 
circularized. 

The large number of company people 
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who volunteer as speakers and forum 
leaders is an interesting feature of the 
show. The program is requested over a 
wide area of the companies’ territory, 
and speakers are assigned to dates in 
their own neighborhoods as far as possi- 
ble. They like the experience, and real- 
ize the importance of explaining the com- 
panies’ management problems. 


UDIENCES have been system-wide, and 
A it is a little surprising to execu- 
tives and speakers, suspecting that the 
public is indifferent to such problems, to 
find genuine interest among these groups. 
A large number of questions have been 
asked, they invariably follow each show, 
and there is an aftermath of newspaper 
reports and correspondence. 

Also surprising, the questions asked 
are practically all constructive, with 
hardly any criticism of rates or service. 
It was expected that there might be some 
feeling about rate increases, which have 
been opposed in the routine of utility 
commission hearings, and of course re- 
ceived publicity in press reports. But 
rate questions almost all relate to the 
amount of increases the companies think 
are needed to bring about a balance in 
financing, and what increases will mean 
in terms of the average household gas 
bill, This attitude is undoubtedly due to 
the fact that the film shows company ac- 
tivities. It creates an understanding of 
the gas business as a vital part of com- 
munity life, and a service that has been 
greatly affected by the coming of new 
people to the Los Angeles area. 

Such films are in demand as educa- 
tional entertainment, by so many organ- 
izations that they constitute “show 
world” in themselves. “The Challenge of 
Growth” is offered by circulation lists 
of organizations, and has also been ad- 
vertised in a monthly mimeographed 


publication, the Program Exchange, 
started several years ago by a utility pub- 
lic relations man, M. P. Gilliland, South 
Pasadena, when he discovered how large 
an entertainment world this was. 


gp periodical lists all sorts of films 
and entertainers for service club and 
like programs. Some of this entertain- 
ment is free, some of it professional and 
paid. Among business films offered in a 
current issue are this gas company 
movie, and others dealing with invest- 
ments, air freight, synthetic fabrics, 
chemical manufacture, etc. At first this 
periodical served a handful of close-in 
service clubs, It now has several hundred 
subscribers in the whole southern Cali- 
fornia area who pay a couple of dollars 
for each issue, for the information that 
helps in making up their programs, Busi- 
ness concerns are allowed to advertise 
their films. 

It is also a rating agency, because when 
a feature like the gas companies’ movie 
is listed and described, and organizations 
ask for it, they report back to the Pro- 
gram Exchange as to the audience reac- 
tion, whether excellent, good, or fair. Ac- 
cording to these reports, the entertain- 
ment continues to be listed, or is dropped. 
The reports are available confidentially 
to program committees. 

Thus, if a utility company got out a 
public relations movie that was dull 
propaganda, a few showings would re- 
veal its character, and it would be 
dropped by audience ratings. If it was 
intelligently scripted and shot, and pre- 
sented a theme of public interest, it would 
be well rated, and find increasing audi- 
ences. 

“The Challenge of Growth” is, from 
this angle, definitely a Broadway suc- 
cess, facing a long run. 

—James H, Coiiins 





TVA’s Report and a Criticism 


states that during 1952 the 146 munici- 
pal and co-op systems distributing TVA 
power sold a record amount of electricity 


HE latest Tennessee Valley Au- 
thority annual report stresses indus- 
trialization of the valley area. The report 
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to residential customers, almost 9 billion 
kilowatt hours. This was three times the 
residential sales during the peak years of 
World War II, the report declares. Total 
revenue was $103,000,000, The distribu- 
tors sold 48 billion kilowatt hours to 
commercial and industrial customers, as 
compared with 22 billion kilowatt hours 
in 1945. The 146 systems paid $4,672,- 
000 in state and local taxes or tax equiva- 
lents. 

The report made tax-paying compari- 
sons with neighboring power companies 
abutting the TVA domain. In addition to 
the taxes paid states and localities by the 
distributors, TVA itself paid taxes or tax 
equivalents to states and localities, the 
report said. In total, about 64 cents out 
of each dollar in the electric bill paid by 
the consumers on these 146 systems was 
paid to state and local governments, The 
report said that among the 13 privately 
owned utilities in neighboring states the 
range of state and local taxes (in 1950) 
was from 5} cents to 11 cents; the aver- 
age was 8 cents. TVA hopefully looks to 
the future. In the next four years the 
agency expects to add one, and possibly 
two, big steam turbogenerators to its 
system every three months. Future fore- 
seeable coal consumption when the pres- 
ent steam plant expansion program is 
completed is placed at 18,000,000 tons 


per year. 


EACTION to the TVA was cynical in 
those quarters which have become 
unenthusiastic about the authority’s 
promises and performance. Said the 
Washington, D. C., Times-Herald, edi- 
torially : 


The nineteenth annual report of the 
Tennessee Valley Authority opens 
with eight pages of pictures showing 
industrial and farming scenes. The re- 
port closes with a homily on what is 
called “the world significance of 
TVA.” In between are accounts of the 
authority’s activities and statistics pur- 
se to show that TVA is doing 

ne. 

It will be recalled that the authority 
was established in the early years of 
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the New Deal with the professed aim 
of controlling floods on the Tennessee 
river. Power produced incidentally 
from the flood-control dams was to be 
used as a yardstick to determine 
whether rates charged by privately 
owned power companies were reason- 
able. 

The flood control is now incidental 
to the TVA’s gigantic power-produc- 
ing operations, Its dams have drowned 
out more good acres than the river 
ever flooded. Instead of having a sur- 
plus of water to dispose of, the TVA 
is short of water; hence it plans to in- 
stall a machine that can be used either 
to generate electricity or to pump 
water back over a dam to be used 
again. By this means the authority ex- 
pects to produce more power to meet 
the peak demands of the winter 
months. 


One of the reasons for the heavy con- 
sumption in the winter is that many for- 
tunate residents of the valley heat their 
homes with electricity, a convenience 
made possible by low TVA rates. Aver- 
age residential use of electricity in TVA 
land is almost double the national aver- 
age and the average cost is less than half 
of that paid by the average consumer in 
the nation. 


| spite of these low rates, the annual 

report states, the TVA power system 
earned 4.7 per cent on the government’s 
investment. Last year’s report claimed 
that earnings were 5.4 per cent. The dif- 
ference may be accounted for by the fact 
that TVA is shifting rapidly into a steam 
power-producing enterprise. Within a 
year or two, the report says, more than 
half of the electricity produced will come 
from steam plants, and the authority has 
let contracts to purchase about 40,000,- 
000 tons of coal. The Times-Herald edi- 
torial continues: 


When the TVA figures its earnings 
from hydroelectric plants it is easy to 
show a profit, for a large part of the 
costs can be charged off to flood con- 
trol and navigation. The same dodge 
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cannot be worked with the steam 
plants. During the last year the TVA 
notified its large customers that rates 
would have to be advanced to com- 
pensate for higher generating costs at 
steam plarts. 

The claimed earning rate of 4.7 per 
cent of course is wholly fictitious when 
the TVA is compared with privately 
owned utilities. Aside from the phony 
bookkeeping of charging power costs 
to flood control and navigation, the 
TVA is not much troubled by taxes. 
Private electric utilities give up about 
22 per cent of their operating revenues 
to the tax collectors. The TVA allots 
about 9 per cent of its income to make 
voluntary contributions to states and 
counties in lieu of taxes. Almost any 
business could show a nice profit if its 
taxes were limited to 9 per cent of its 
revenue. 

The TVA now operates under a law 
that requires it to repay the United 
States Treasury $87,000,000 in every 
10-year period until $348,000,000 has 
been paid. Appropriations for power 
facilities made since this law was en- 
acted in 1948 must be repaid within 
forty years. In recent years the Treas- 
ury has been going into the hole faster 
than the TVA has been paying off its 
debt, and the end is not in sight. 


The Times-Herald thinks that the new 
Republican Congress should not be com- 
mitted to Socialism and therefore should 
be looking for ways to reduce taxes. It 
thinks that one of the first places to look 
is the TVA. All of its power plants 
should be sold as soon as possible to pri- 
vate industry, a step that would reduce 
the national debt by about a billion dol- 
lars. Pending completion of the sale, 
TVA power rates should be fixed ac- 
cording to realistic accounting methods 


and all revenue from the enterprises 
should be turned over to the Treasury. 


HE Times-Herald’s comments on 

TVA’s annual report were in sharp 
contrast to those appearing in the Bir- 
mingham Post-Herald. The Post-Herald 
also noted that TVA is now building 
steam plants for power production and 
as a result has become one of the na- 
tion’s largest coal users, “a far cry this 
from the early days when it was feared 
that TVA dams would put many coal 
companies out of business.” The annual 
report pointed out that where farming, 
back in 1929, furnished about 8 per cent 
more of the valley’s income than did in- 
dustry, now the ratio has been reversed, 
with industry providing most of the in- 
come. The Post-Herald commented: 


From both sources the Tennessee 
valley is receiving more income and 
its position is vastly sounder than it 
was when the TVA came into being. 
Some of this increase it has shared 
with the rest of the nation, some has 
been brought about by the TVA and 
its abundant electric power. 

During World War II the TVA 
provided power for aluminum plants 
which produced the materials for our 
tremendous fleet of airplanes. It also 
furnished power for the beginnings of 
the atomic energy program at Oak 
Ridge. This program has been greatly 
expanded since the war, while another 
AEC plant is being constructed in 
western Kentucky, also in the TVA 
area. 


The Post-Herald concluded with the 
hope that the new Eisenhower adminis- 
tration “will carry on in efficient man- 
ner the TVA structure which has been 
built up through the years into one of 
the South’s greatest assets.” 





Secretary McKay’s Heritage 


[er Secretary McKay is inherit- 
ing one of the biggest businesses in 
the world, if not the biggest, when he 
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takes over control of the Interior De- 
partment under the Eisenhower admin- 
istration. It is the biggest real estate busi- 
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ness in the United States. The biggest 
and fanciest collection of patronage in 
the whole hierarchy of government. 
He has the executive directorship of far- 
flung and colossal engineering projects, 
plus operation of irrigation ditches and 
power dams. He becomes the Great 
White Father of the American Indians. 
He becomes the patron and protector of 
the birds, fishes, and wild life. He be- 
comes the trustee of the nation’s land- 
holdings and natural resource deposits. 
He becomes the licensee for gold, oil, 
mineral, and other exploitations. He 
takes charge of emergency controls for 
supplying materials to all of the nation’s 
gas and electric utilities. He even ac- 
quires an interest in a liquor distillery 
and a thriving tourist business in the 
Virgin Islands. 

Yes, Interior Department is big busi- 
ness today. And Interior’s electric pow- 
er empire, which has been growing 
steadily during the Roosevelt-Truman 
régimes, is probably the biggest single 
dollar value going concern of Interior’s 
multitudinous operations. As the pro- 
ducer of approximately one-fifth of all 
the electric power sold the American 
public, the Interior Department is a big- 
ger operator than any other electric util- 
ity company or corporately affiliated 
group of companies. 


C. Bryant, a staff reporter for 
e The Wall Street Journal, has 
written an interesting review in a recent 
issue of that publication of the task ahead 
of Secretary McKay. Four years as gov- 
ernor of Oregon has brought McKay 
in contact with some of Interior Depart- 
ment’s bureaus. He is certainly familiar 
with the Bureau of Reclamation, Bonne- 
ville Power Administration, and the 
Wildlife Service. As a westerner, Mc- 
Kay has a neighborly interest in Hawaii 
and Alaska. 
Commenting on McKay’s background, 
Bryant states : 


Anything in McKay’s political or 
business (auto dealer) background 
will seem small compared with this 
far-flung Interior Department empire 
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that employs around 60,000 people, 
spends upwards of $650,000,000 a 
year and supervises some 255,000,000 
federally owned acres of woods, des- 
erts, parks, and grazing lands, about 
16 per cent of all the land in the U. S. 

To make matters more complicated 
for Mr. McKay at the start, the Demo- 
crats plan to toss at Congress a fat 
bill, over 100 pages long, proposing 
vast changes in the whole Federal 
water development program, includ- 
ing irrigation and public power, the 
Interior Department’s major concerns 
in terms of man power and expendi- 
tures. President Truman himself is 
expected to send the lawmakers a spe- 
cial report plugging mostly new Mis- 
souri basin projects. All these last- 
minute suggestions are sure to agitate 
the department’s friends and foes, thus 
adding to McKay’s list of problems. 

In one instance after another, he’ll 
find that the vested interests of the 
department—and the wishes of count- 
less people who’ve been served by it 
over the years—run counter to some 
of the fondest notions of the Eisen- 
hower team he’s going to help quarter- 
back. 


.e- Eisenhower administration is 
pledged to cut government spend- 
ing and eventually reduce it about a 
fourth, or some $20 billion, a year. How 
can Secretary McKay operate within 
this administrative framework and still 
please folks out West who look to the 
Interior Department for cheap water and 
electricity and the continuous expansion 
of project building? For that too, in a 
way, was what President Eisenhower 
pledged during some of his western 
speeches in the recent campaign. 

Of course Interior Department is es- 
sentially a Republican creation. Irriga- 
tion and conservation under Federal 
auspices really got started in the Teddy 
Roosevelt administration. But it was the 
Democrats who made Interior Depart- 
ment pay—politically that is. Of course 
there have been tremendous benefits in 
western areas and tremendous spending 
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to produce such benefits, causing eastern 
eyebrows to raise. 

Speaking of the Democratic period of 
Interior Department control, Mr. Bryant 
says: 

Under their free-spending régime, 
government spending on reclamation 
projects, mostly for irrigation and 
power, has reached the enormous total 
of $2.2 billion. Another $2.8 billion 
has already been proposed and thor- 
oughly publicized. 

In those prospective outlays is the 
implied promise of $3,000,000 worth 
of irrigation for Vermejo, New Mex- 
ico, $123,000,000 more for Gravity 
Valley, Texas, a $76,000,000 irriga- 
tion-power development for eastern 
Idaho. Voters thereabouts have al- 
ready been waiting several years for 
these “authorized” projects to come 
to fruition; they’d not take kindly to 
losing them now. 

Not included in the projected $2.8 
billion are 269 projects “under investi- 
gation”—just a glimmer in the eyes 
of folks in Bitterroot Valley, Montana, 
Broken Bow, Oklahoma, Dinkey 
Creek, California, and Lower Horse 
Heaven, Washington. 

To complicate any McKay-inspired 
economy moves still further, the Rec- 
lamation Bureau, which plans and 
builds these waterworks, has a rather 
independent attitude. The 80th Con- 
gress once cut off two-thirds of the 
money for its public relations staff, 
and the bureau merely gave the pub- 
licists new titles. They went right on 
grinding out speeches, preparing at- 
tractive pamphlets and other material 
explaining and lauding their own pro- 


When the same Congress cut out the 
appropriation for the salary of Recla- 
mation Commissioner Michael Straus, 
he went right or running this bureau 
anyhow. When :.1e Democrats in 1949 
whacked off $300,000 for payrolls, the 
bureau got the state of California to 
hire the discharged Federal workers 
and paid the state $300,000 out of 
other government funds. 


JAN. 29, 1953 





PUBLIC UTILITIES FORTNIGHTLY 





A@= it is precisely this spirit of bureau- 

cratic independence which ma 
give McKay his biggest headache if he 
tries any reforms. Ickes and Chapman 
never tried any reforms in the direction 
of letting go of any powers or responsi- 
bilities. Indeed, the late “curmudgeon” 
distinguished himself for holding on to 
every job he could get with a one-hand 
clutch resembling rigor mortis, while 
constantly grasping for more with the 
other hand. During World War II, Sec- 
retary Ickes once held 21 top jobs, each 
economically important and _ politically 
more powerful than the presidencies of 
many Latin American republics. 

An agency that has grown up in that 
tradition does not give up easily. Bryant 
suggests that McKay’s best approach 
might be to start making the department 
more “businesslike”’—as a prelude to 
lopping off those branches of the business 
which do not support themselves or dem- 
onstrate their productivity. But here 
again he will run into trouble because 
the Interior Department is run as no 
business was ever run or could be run. 
Interior Department’s style of bookkeep- 
ing might easily lose a private company 
executive’s business, if not actually land 
him in jail. 


ONGRESSIONAL committeemen have 
been trying for years to get fiscal 
information which is accurate and under- 
standing from Interior. But Interior has 
been equally successful with fast foot- 
work and double talk and confusing Con- 
gress with so many different sets of fig- 
ures that it has often given up trying 
to understand at all. One year Reclama- 
tion Bureau closed down four construc- 
tion projects because it was claimed they 
had run out of money while a recheck 
showed $7,000,000 on hand. On other 
occasions the Senate Appropriations 
Committee showed $21,000,000 in un- 
used appropriations for which the de- 
partment had only estimated $10,000,- 
000. Mr. Bryant frankly suggests that 
there was a method in their madness 
which often appeared in the department’s 
figures. 
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This is especially true in justifying 
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other hand, if he favors low rates, he’ll 
be encouraging competition with the 
electric companies, and thus be in con- 
flict with the GOP notion that private 
enterprise should be encouraged, not 
combated. 


HE Bureau of Reclamation claims 
to be “the world’s largest single pro- 
ducer, public or private, of electric pow- 


ocrats preaching accounting methods and 
stricter regard for repayment obliga- 
tions. It is easier to engage in that sort 
of lecturing when one is on the outside 
looking in, as the Republicans will soon 
find out in reverse. In short, Interior 
Department is here to stay. As the 
cynical old Washington saying goes 
about bureaucrats, “None die and few 
resign.” 





I “Tue philosophy that the citizen can get something for nothing by 
getting it from the central government aids and abets inflation.” 
—ALLAN B. KLINE, 


President, American Farm Bureau Federation. 
187 JAN. 29, 1953 








The March of 
Events 


In General 


Truman’s Interior Budget 


ganna Truman’s budget carried 
increases all along the line for In- 
terior Department power activities. The 
Bonneville Power Administration is 
scheduled to spend $63,400,000, com- 
pared with $60,700,000 in the current 
year. The Bureau of Reclamation would 
get in new funds $231,188,000, compared 
with appropriations during present fiscal 
year of $206,747,991. In the office of 
the Secretary, the Southwestern Power 
Administration will get for construction 


$1,500,000 (compared with $3,020,000 
this year); for operation $1,900,000 
(compared with $1,450,000) ; and for a 
continuing fund $5,650,000 (compared 
with $1,017,468). The Southeastern 
Power Administration would get for 
construction $6,700,000 (compared with 
$959,500); for operation $1,740,000 
(compared with $760,000). SEPA will 
not receive a continuing fund and did 
not have one last year. 

All of these Interior appropriations 
are expected to be cut. 


California 


Utility Wins Court Ruling 


DISPUTE between the Southern Cali- 
fornia Edison Company and the 
[International Brotherhood of Electrical 
Workers, Local 47, an AFL affiliate, 
covering 3,900 company employees, re- 
cently was decided in favor of the com- 
pany by Superior Judge Roy L. Hern- 
don. 


The court made the decision after a 
one-day hearing, during which the com- 
pany’s attorney argued that the union 
had not given the company proper notice 
concerning moves to terminate or amend 
their existing collective bargaining con- 
tract. 

Under the agreement, the company 


contended, the union was compelled to 
give the company a 60-day notice that it 
would not renew for another year its cor- 
tract expiring last December 31st. In 
the alternative, the company maintained, 
the union could serve notice that it de- 
sired to negotiate amendments or 
changes in the contract. 

But the company declared that the 
union instead elected to do both, serving 
notice of termination of the contract and 
the desire to amend it by 12 provisions, 
including compulsory unionization, com- 
pany collection of dues for the union, gen- 
eral wage increases, and permission for 
union agents to call at the company prop- 
erty. 


Kentucky 


Asks Special Gas Rate 


HE Newport Steel Corporation filed 
suit in Franklin Circuit Court on 
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January 7th to force the state public 
service commission to order the Union 
Light, Heat & Power Company to set up 
a special, low rate for the firm. The 
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Newport firm claimed the commission 
ruling announced on January 5th, which 
refused Union a $935,000 rate increase, 
is “unreasonable, unlawful, arbitrary, 
capricious, discriminatory, and not in 
conformity with either the law or the 
facts and without basis.” 

Newport Steel said it is the largest 
single user of gas in the northern Ken- 
tucky area, and consumes one-fifth of all 


gas sold by Union. Yet, the petition 
stated, “Newport Steel is billed under 
the same commercial and industrial rate 
schedule that applies to all other busi- 
nesses in northern Kentucky.” 

The petition asked Circuit Judge 
Ardery to set aside the commission rul- 
ing, which denied the increase, and in- 
struct the commission to give Newport 
Steel lower rates. 


Missouri 


Utility Not Required to Pay 
Gross Receipts Tax 


HE Laclede Gas Light Company of 

St. Louis was not required to pay a 
5 per cent gross receipts tax to the city 
on the $1,930,623 set aside by the utility 
for refund to its customers under a 1948 
rate reduction order, the state supreme 
court en banc ruled recently. 

However, the court set aside an order 
by Circuit Judge Eugene J. Sartorious 
holding that Laclede could recoup the 
$96,531 in taxes paid on the refund 
nioneys by taking credit on the taxes 


subsequently owed on gross receipts. 

The question of how Laclede could re- 
cover the $96,531 was not before the 
court, the opinion handed down by Judge 
Roscoe P. Conkling stated. 

Apparent effect of the supreme court’s 
ruling is to let Laclede decide its legal 
recourse to recover the taxes which the 
court held it did not have to pay. 

The decision was based on an interpre- 
tation of the term “gross receipts” as set 
out in the St. Louis tax ordinance. The 
supreme court held that receipts meant 
only money from sale of gas that Laclede 
could use in the operation of its business. 


+e 
Nebraska 


Legislative Items Considered 


‘i battle over power rates to Lin- 
coln and several other Nebraska 
communities may come before the state 
legislature. Senator Duis of Gothen- 
burg said recently he was considering a 
bill which would put public power dis- 
trict rates under supervision of the state 
railway commission. 

He also stated that he was thinking 
about a bill to abolish all public power 
districts and put public power under a 
statewide board of directors. 

Either approach, Mr. Duis indicated, 
would give the League of Nebraska 
Municipalities a chance for a fair hearing 
of its controversy with the Nebraska 
Public Power System. The league wants 
to buy power from NPPS for eight of 
its cities and get a reduced rate as a 
quantity purchaser. 
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“The cities can’t get a hearing,” Sena- 
tor Duis said. 

Several of the affected communities are 
in his district. 

The 1953 legislature is to be asked to 
provide for nonpartisan election of 
directors of Omaha’s Metropolitan Utili- 
ties District. The six directors now 
must, by law, be three Republicans and 
three Democrats. 

Senator Tvrdik of Omaha said he 
would introduce a bill to put the MUD 
directorships cn a nonparty basis. 

The present Republican-Democrat 
split on the MUD board was authorized 
years ago before the nonpartisan prin- 
ciple had been so widely accepted, Mr. 
Tvrdik said. He noted that Omaha’s 
other big publicly owned utility, the 
Omaha Public Power District, was cre- 
ated a few years ago with nonpartisan 
directorships. 
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New Hampshire 


Increase Incorrectly Determined 


HE $1,344,750 increase in electric 
rates granted the Public Service 
Company of New Hampshire last June 
was incorrectly determined, the state 
supreme court ruled early this month, 


and opened the door to further discus- 
sion of the case. 

There was an error in determining 
the rate base, the court said, and returned 
the case to the state public utilities com- 
mission for further action. 


Pennsylvania 


Proposed Increase Postponed 


A $1,169,000 annual rate in- 
crease sought by the Scranton 
Electric Company early this month was 
postponed six months until July 7th. 

The state public utility commission, 
in making the postponement, ordered an 
investigation into the reasonableness of 
the proposed boost. 

On the other hand, the commission 
found that a proposed $86,700-a-year in- 


crease in steam rates by the same com- 
pany to 1,058 customers in the Scranton 
area would not yield an excessive return. 
The commission authorized this increase, 
effective immediately. 

The new electric rates, if authorized, 
would have gone into effect on January 
6th, also, for 88,000 customers in Lacka- 
wanna, Luzerne, Wayne, and Susque- 
hanna counties. A date for a hearing in 
the electric rate case would be fixed later, 
the commission said. 


* 
Rhode Island 


Would Protect Public Interest 


N his inaugural address to the state 

legislature early this month, Gov- 
ernor Roberts revealed that he plans to 
seek the enactment of legislation to 
further protect the public interest in pub- 
lic utility rate regulation. He told the 
lawmakers : 


I repeat my concern at the increas- 
ing number of applications by public 
utilities for rate increases. All of us 
recognize that public utilities, like pri- 
vate business, are faced with increased 
operating costs. But as public officials 
our duty is to protect the public in- 
terest and to fight vigorously unjusti- 
fied increases in rates. 

Public utility hearings are often de- 
tailed, complex, and prolonged. We 
cannot permit the rights of consumers 
to be obscured by the sheer bulk of the 
evidence presented to support rate in- 
creases. The consumer’s case must be 
expertly and adequately presented and 
the facts, favorable and unfavorable to 
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the utility, must be carefully examined. 
With this in mind we are adding to 
the technical staff of the public utility 
administration so that we may proper- 
ly scrutinize each request for a rate 
increase presented by a utility com- 
pany. 


The governor said he would submit 
legislation designed to safeguard the pub- 
lic interest “in this important matter.” 


Rate Petition Ordered to Be 
Reconsidered 


HE state supreme court recently 
ordered that the Providence Gas 
Company’s petition for higher gas rates 
be reconsidered by Thomas A. Kennelly, 
state public utility administrator. 
Because the state is still awaiting re- 
ceipt of natural gas, Kennelly held last 
July that the establishment of new rates 
should be delayed until its arrival, and 
rejected a company petition for a tem- 
porary 9 per cent and a permanent 18 per 
cent increase, 
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State Contract Carrier Permit Requirements Not a Burden on 
Interstate Commerce 


STATE is not powerless to require in- 
terstate motor carriers to identify 
themselves as users of the state highway, 
and the requirement that such carriers 
obtain a state permit does not unduly 
burden interstate commerce, held the 
United States Supreme Court. 

The question arose over a state court’s 
decision that a leasing arrangement be- 
tween a manufacturer and certain inter- 
state motor carriers was a sham and con- 
stituted contract carriage for which a 
state permit was necessary. Since there 
were no exceptional circumstances and 
the state court’s findings were not with- 
out factual foundation, the Supreme 
Court accepted the decision that the leas- 
ing arrangements constituted contract 
carriage. 

In determining that such a permit re- 
quirement did not unduly burden inter- 


state commerce, the court pointed out 
that the state asked nothing more than 
that the motor carrier apply for a permit. 
There was nothing to indicate that the 
application would be denied or that bur- 
densome conditions would be attached 
thereto. 

In a dissenting opinion it was said that, 
in this instance, to require an interstate 
contract carrier to obtain a state permit 
would not merely burden, but would ob- 
struct, interstate commerce. It was said 
that such a permit requirement was not 
a valid state regulation, such as a rule 
to promote safety or a law requiring a 
fee for highway maintenance, because the 
requirements and intent of such a permit 
were as stringent and as exact as for a 
certificate of convenience and necessity. 
Fry (Lloyd A.) Roofing Co. v. Wood 
et al, December 8, 1952. 


Financing Approved for Electric Companies Serving Atomic 
Energy Project 


HE Securities and Exchange Com- 

mission authorized certain holding 
and operating companies to acquire stock 
of two new operating utilities to finance 
electric generating stations which would 
supply the power requirements of a 
gaseous diffusion plant of the Atomic 
Energy Commission in the Ohio river 
valley. Approximately 95 per cent of 
the funds required to finance the con- 
struction will be secured by the sale of 
debt securities. The remaining 5 per 
cent will be secured by the sale of com- 
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mon stock to the sponsoring holding and 
operating companies. 

The commission considered the public 
interest and in doing so gave paramount 
weight to the needs of national defense. 
In approving the transaction, however, 
the commission retained jurisdiction over 
the question whether the retention of the 
stock might be allowed after the conclu- 
sion of the present national emergency. 
It concluded that construction of the 
facilities was highly desirable from the 
standpoint of national interest. 


JAN. 29, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


Although the commission could not 
normally approve a capital structure in- 
volving such a high proportion of debt, 
it concluded that the national interest, 
plus the provisions of the contract be- 
tween the companies and the Atomic En- 
ergy Commission, rendered the capital 
structure permissible and consistent with 
the public interest and the interests of 
investors and consumers. 

The commission said that the proceed- 
ing presented for its consideration one of 
the largest and most significant develop- 
ments in the public utility industry. The 
atomic energy plant will operate con- 
tinuously and will require approximately 
1,800,000 kilowatts of firm power at a 
load factor of approximately 95 per cent. 
The electric energy requirements will 
exceed by 25 per cent the total amount 
of energy used by the city of greater New 
York, with a population of approximate- 
ly 8,000,000 people. 

The principal corporate instrument 
for supplying energy requirements for 
the new project is a new public utility 
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company organized under the laws of 
Ohio. 

This company will own a generat- 
ing station in southeastern Ohio, the 
bulk of the transmission lines, and all of 
the capital stock of another new com- 
pany, which will in turn own a generating 
station and other facilities within the 
state of Indiana. The common stock of 
the new company will be owned by the 
operating companies and holding com- 
panies comprising the sponsoring group 
of companies. 

The sponsoring companies, under the 
power contract, will undertake to sup- 
ply interim power to the atomic energy 
project pending construction and com- 
pletion of the new generating facilities. 
They will also supply supplemental pow- 
er required by the project after comple- 
tion of the new facilities and would use 
any surplus power available from the 
new facilities and not required by the 
project. Re Ohio Valley Electric Corp. 
et al. File No. 70-2945, Release No. 
11578, November 7, 1952. 


Double Squeeze on Transit Income Considered in Rate 
Proceeding 


Te New York commission denied 
the petition of several municipalities 
for a rehearing on new rates which had 
been approved for a transit company. 
The commission pointed out that wheth- 
er the rates were tested in the light of 
estimates of future revenues and ex- 
penses or by the company’s previous 
year’s experience, the new schedule ap- 
peared reasonable. 

Possible errors which the company 
made in its future estimates were not 
examined by the commission in great de- 
tail because of the fact that the rates had 
been predicated on the company’s past ex- 
perience as well as its future estimates 
of operations. 

Trafic congestion which might result 
from a higher transit rate was not con- 
sidered a factor, since it is not within the 
control of either the company or the com- 
mission. 
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One of the main points of contention 
was the fact that the company had not 
taken into consideration the Federal in- 
come taxes which it would not have to 
pay by reason of carry-over losses from 
prior years. The commission described 
this argument as a “shallow one” and 
said: 


Whether or not the future year 
should be based upon income taxes 
with or without a loss carry-over to 
which the company is presently en- 
titled is a matter within the discretion 
of the commission to be exercised in 
accordance with the facts of each par- 
ticular case. 


Finally, the commission discussed the 
reasons why the company had not earned 
a fair return in recent years. The impact 
of the combination of increased expenses 
and reduced riding, the commission said, 
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has resulted in a double squeeze on the 
operating income of urban bus com- 


e 


panies. Re United Traction Co. Case 
15736, December 9, 1952. 


Losses of City Transit System No Basis for Reduced Electric 
Rates for Transit Purposes 


7 New York commission ordered 
a hearing to determine the reason- 
ableness of increased electric rates for 
service to the New York city transit sys- 
tem. A contract under which electricity 
was supplied to the city for transporta- 
tion purposes had expired. This con- 
tract was never subject to the commis- 
sion’s jurisdiction. When efforts to nego- 
tiate a new contract failed, the company 
filed the increased rates. 

The hearing was ordered in view of 
the fact that the commission had never 
passed upon the form or reasonableness 
of electric rates to the city transit system, 
having been excluded from that field by 
the special contract between the city and 
the electric company. 


The city requested a hearing on the 
grounds that the filed rates should not 
be permitted to continue because (1) the 
city was already sustaining a large deficit 
in the operations of the subway and (2) 
the city was entitled to lower rates on the 
theory that it allows the company to use 
its streets for distribution purposes with- 
out so-called proper compensation. The 
commission held that neither of these 
contentions supplied any basis for the 
relief requested and that they were not 
germane to a determination of the issues 
involved, which were the form and rea- 
sonableness of the recently filed tariff. 
Re Consolidated Edison Co. of New 
York, Inc. Case 16054, December 30, 
1952. 
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Components of Gas Rate Base Applicable to Industrial Customers 


HE Arkansas commission refused to 

allow a gas company the full increase 
in its industrial rate which was provided 
for in schedules filed by the company in 
1950 and made effective under bond in 
that year and later revised upward in the 
same manner. Items of the company’s 
rate base which were contested by 
protestants to the rate increase were con- 
sidered at some length. 

The commission agreed with protes- 
tants on the exclusion of customer con- 
tributions in aid of construction but con- 
sidered the question academic because 
the contributions were almost 100 per 
cent applicable to distribution facilities 
and, therefore, would have a negligible 
effect on the industrial rate base. The 
commission also agreed with the prot- 
estants’ claim that year-end figures, in- 
stead of average plant investment during 
the year, should be used. 

The proper treatment of the difference 
between acquisition cost of plant and 


original cost of plant to the party first de- 
voting it to public use was described care- 
fully by the commission. The total in 
this account, which is classified as 100.5 
in the Uniform System of Accounts, may 
properly be amortized over a 15-year 
period. The commission made the fol- 
lowing determination on the effect of 
such amortization on the rate base: 


Since the amounts in 100.5 repre- 
sent arm’s-length cost, this commis- 
sion has followed the policy of allowing 
utility companies to earn a return on 
that portion of such investment which 
has not been recouped through ex- 
penses. Re Arkansas Power & Light 
Co, (1944) 55 PUR NS 129. We ad- 
here to that ruling in this case. How- 
ever, as protestants suggest, the 
amount remaining in the account for 
each year should be reduced by the 
cumulative deduction which has been 
charged to expenses through the pre- 
ceding years. 
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Protestants argued that amounts in the 
rate base representing construction 
work in progress should be excluded be- 
cause the company capitalizes interest 
during construction. In rejecting this 
argument, the commission said : 


However, the record also discloses 
that the applicant does not capitalize 
such interest after the property goes 
into service and the interest so com- 
prised is credited in the income ac- 
count. 

It is our view that where physical 
properties are actually placed in serv- 
ice prior to the end of the year, the 
amounts in Account 100.3 represent- 
ing such properties should be included 
in the rate base at the end of such year. 


The company’s inclusion of plant held 
for future use was allowed where the 
record indicated that to assure an 
adequate gas supply the company was re- 
quired to acquire additional reserves and 
to explore and develop new leases. No 
working capital allowance was made be- 
cause the company failed to show that in- 
come taxes collected from customers in 
advance of their due date were insuffi- 
cient to provide necessary working cash. 

Three profitable fields operated as sep- 


arate units were classified by the com- 
pany as nonutility property on the 
theory that the leases, wells, and other 
production and gathering facilities had 
no connection with its utility business. 
The commission disagreed with this 
classification on the ground that the gas 
from these fields was the same kind used 
in the company’s utility operation and 
that the fields were purchased and de- 
veloped as a reserve for its future utility 
business, 

However, since the sales from these 
fields were “sales for resales” and not 
sales to ultimate consumers, the commis- 
sion ruled: 


. . . that they should be excluded 
from the determination of the rate 
base, and similarly from revenues and 
expenses applicable to the 3-B cus- 
tomers. 


The commission allowed a 6 per cent 
rate of return instead of the 6} per cent 
return which the company requested on 
its industrial operation. Because of the 
reduction in return and revision of rate 
base ordered by the commission, the com- 
pany’s rates were reduced retroactively 
to 1950 and reparations ordered. Re 
Arkansas Louisiana Gas Co. Docket No. 
U-443, November 17, 1952. 


Customer Preference for Co-operative’s Service Results in 
Dismissal of Complaint 


HE Kentucky commission dismissed 

an electric company’s complaint 
against a proposal by South Kentucky 
Rural Electric Co-operative Corporation 
to serve an industrial customer. Both 
the company and the co-operative 
claimed the territory in which the indus- 
trial plant was situated. Both stated that 
they were ready, willing, and able to pro- 
vide the desired service from substations 
of equal size in the immediate vicinity of 
the plant. 

The customer expressed a strong 
preference for the service of the co-opera- 
tive, and filed an intervening petition. 
All but one of its directors appeared at 
the hearing and testified “that the avail- 
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ability of South Kentucky power was 
one of the prime considerations in the 
location of the plant . . . that had they 
known that South Kentucky power 
would be unavailable to them that a dif- 
ferent plant site would be chosen where 
there would be no controversy.” 

The commission first pointed out that 
the location of the plant was such that it 
could not definitely be said to be within 
the territory of either party. The terri- 
tories of the parties overlapped to such 
an extent that no definite dividing line 
delineating the co-operative on one hand 
and the company on the other could be 
drawn with any degree of accuracy. 

In ruling that the preference of the 
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customer would be respected, the com- 
mission made the following comment : 


This is not to say that in every case 
where the customer expresses a 
preference substantial weight would be 
given to that expression. In this case, 
however, where both companies have 
approximately equivalent facilities, 
where both companies have the ability 
to serve and are ready, and willing to 


serve, and where the location is such 
that it cannot be definitely fixed as be- 
longing to either one or the other then 
customer preference is certainly to be 
given some consideration. This is in 
line with decisions elsewhere on simi- 
lar questions. 


Monticello Electric Light Co. v. South 
Kentucky Rural Electric Co-op. Corp. 
Case No. 2432, December 9, 1952. 


Property Investment from Earned Surplus or by Raising New 
Capital Is a Management Problem 


—- water rates that would yield 
a return of 5.6 per cent and a future 
return of 5.75 per cent were considered 
fair and reasonable by the California com- 
mission. 

The protestants asked the commission, 
in considering rate of return to recon- 
sider the treatment of the use of surplus 
in place of raising new capital. They 
contended that, from the ratepayers’ 
standpoint, it is cheaper to raise new 
money than to use surplus funds. The 
commission declared that its main con- 
cern was to determine that over-all earn- 
ings were not excessive and that the 


problem of whether to pay out all earn- 
ings as dividends or retain part for re- 
investment in property was a manage- 
ment problem, 

The company’s working cash figure 
computed on the basis of one month’s 
purchased power and two months’ other 
operating expenses, excluding uncol- 
lectibles, taxes, and depreciation with 
some reductions to give some recogni- 
tion to the availability and use of Federal 
taxes accrued ahead of payment, was con- 
sidered reasonable. Re California Water 
& Teleph. Co. Decision No. 47906, Ap- 
plication No. 33106, November 3, 1952. 


Realty Company Furnishing Water Service to Real Estate 
Subdivision Considered a Utility 


HE Wisconsin commission held that 

a water system owned and operated 
by the subdivider of a real estate de- 
velopment is a public utility notwith- 
standing the subdivider’s efforts to have 
consumers join a mutual association to 
operate the system. It also prescribed 
rates to be charged. 

The system was installed and operated 
by the real estate company to supply 
water to the purchasers of lots. The sub- 
divider originally intended to form a 
“water co-operative” of lot owners and 
to donate the plant and equipment to the 
so-called co-operative. At the time of the 
hearing there were eight houses com- 
pleted and one partially completed, No 
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co-operative had been formed and the 
subdivider operated the system and 
billed the lot owners for expenses of op- 
eration. 

The commission pointed out that 
there is much authority in support of 
the principle that if a real estate de- 
veloper holds itself out to furnish water 
to all in the plat, it holds itself out to 
serve the “public” and is a “public utili- 
ty,” as defined in the germane statutes. 

The real estate company has been in 
control of the water system, has op- 
erated it, and has made all decisions re- 
garding its purchase, installation, and 
operation. Meters which were installed 
by the builder became the property of 
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the house owners, but they were read by 
an employee of the real estate com- 
pany on three occasions. One bill was 
submitted. 

The company claimed this was not 
a bill for water service but merely 
to reimburse part of the expense of that 
service. 

It was admitted that the company sells 
houses directly and its signs on lots men- 
tion that sewer and water are available. 
If it had not been for that advertising, 


the commission said, it would have been 
inclined to say the original intention was 
to form a co-operative and to offer water 
on that basis. This would take it out of 
the class of a public utility, But the fact 
that the company now sells lots directly 
and advertises that water is available 
was held to be a departure from the 
original plan and an unequivocal hold- 
ing out to serve the public. Lorch et al. 
v. Read Investment Co. 2-U-3316, No- 
vember 21, 1952. 
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Interest during Construction Added to Telephone Revenues to 
Prevent Duplicate Return 


Fy pens: company’s application 
for a rate increase was approved by 
the Kentucky commission. Average net 
investment was used as a rate base. 

Interest during construction was add- 
ed to the company’s operating revenues 
for the preceding twelve months. The 
commission said that this was necessary 
to prevent the company from earning a 
duplicate return because of the fact that 
construction work in progress had been 
included in the rate base. 

The commission’s conclusions as to the 
amount of additional revenues which it 
would allow the company are set forth 
in the last sentence of the opinion : 


Having considered the original cost, 
the net investment, the capital struc- 


ture, and other elements of value 
recognized by the law of the land for 
rate-making purposes and having also 
considered the adjustments to operat- 
ing revenues and expenses heretofore 
mentioned, the commission is of the 
opinion that additional gross revenues 
in the amount of $233,562 will enable 
the company to pay its operating ex- 
penses, interest on borrowed money, 
its obligations to its stockholders, and 
attract the capital necessary to pro- 
vide adequate telephone service to all 
of its subscribers and to extend much 
needed service to additional applicants 
in the area which it serves. 


Re Kentucky Teleph. Corp. Case No. 
2435, December 11, 1952. 


e 


Statutory Restriction of Suburban Motor Carrier Certificate 
Clarified 


HE Kentucky Court of Appeals dis- 

agreed with the Department of 
Motor Transportation’s interpretation 
of the motor carrier statute providing 
that a suburban area means territory ex- 
tending not more than 2 air miles beyond 
corporate limits, but providing that 
authority to extend motorbus operations 
10 miles beyond corporate limits should 
be granted if certain conditions are met. 
The department, in this case, refused to 
grant a suburban certificate because the 
proposed route extended 11.2 road miles, 
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but only 74 air miles, from corporate 
limits. 

This statute, held the court, should be 
considered as a whole because all por- 
tions of the statute are related when its 
purpose and object are considered. A 
reasonable interpretation requires the 
word “air” to be carried through to 
modify the expression “ten miles” to 
“ten air miles.” The court said: 


... [if] a writer had plainly desig- 
nated in the first part of his sentence 
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that a measurement of temperature 
would be according to the Fahrenheit 
table and later made reference to de- 
grees of temperature without designat- 
ing the table to be used, it would be 
strained indeed for anyone to give a 
construction to the sentence on the 


basis that he had suddenly, in mid 
sentence, shifted to the Centigrade 
table of measurement without warn- 
ing to the reader. 


Department of Motor Transp. v. Citv 
Bus Co., Inc. 252 SW2d 46. 
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Other Important Rulings 


. California commission adopted 
the remaining life straight-line 
method in determining a water com- 
pany’s depreciation expense because such 
method tended to adjust for over- 
accruals and underaccruals to the depre- 
ciation reserve, spreading such correc- 
tive factor over the remaining life of 
existing company plant. Re California 
Water & Teleph. Co. Decision No. 
47857, Application No. 29523, October 
28, 1952. 


The Indiana commission held that an 
annual allowance for depreciation of 2 
per cent, rather than 14 per cent, was 
fair and reasonable for a water company. 
Re Indiana Gas & Water Co. No. 23603, 
October 2, 1952. 


The California commission author- 
ized a telphone company to amortize the 
cost of regulatory expenses over a 5-year 
period at $6,000 per year, rather than 
$5,000 per year as estimated by the com- 
mission’s staff, where it appeared that 
such expense for the past five years had 
been about $28,000 and, because of re- 
cent trends, it would be more realistic 
if such an amount was rounded out to 
$30,000, Re California Water & Teleph. 
Co. Decision No. 47831, Application No. 
33010, October 14, 1952. 


A Federal district court held that an 
interstate motorbus carrier, qualified as 
a self-insurer under Federal] laws and 
rules, may not be required by a State 
commission to comply with state statutes 
requiring liability insurance, because 
Federal regulation in this field has pre- 
empted state regulation. Pennsylvania 
Greyhound Lines, Inc. v. Board of Pub- 


lic Utility Commrs. et al, 107 F Supp 
521. 


A New York court held that once an 
owner or consignee of goods accepts an 
interstate rail shipment, he is liable, as 
a matter of law, for the full amount of 
freight charges legally computed under 
the Interstate Commerce Act when then 
due, regardless of whether or not the 
carrier may proceed against the shipper. 
Pennsylvania R. Co. v. White (L.N.) & 
Co. 116 NY S2d 361. 


The North Carolina Supreme Court 
remanded a commission order denying 
a railroad authority to substitute a pre- 
paid for an agency station, because the 
agency’s financial status during the three 
months immediately preceding the final 
hearing indicated a vast improvement 
and because it appeared that the loss dur- 
ing the entire year would be much less 
than for the preceding years, in order to 
give the railroad an opportunity to prove 
its contention that earnings during the 
3-month period were the result of a sea- 
sonal rise of revenue and were mislead- 
ing as a basis for estimating the loss dur- 
ing the entire year. State ex. rel. Utili- 
ties Commission v, Atlantic Coast Line 


R. Co. 72 SE2d 739. 


The Colorado commission denied two 
motor carriers, transporting cream and 
milk, authority to extend service where 
all of the allegations and proof were di- 
rected not at showing that public con- 
venience and necessity required the ad- 
additional authority but only violations of 
health ordinances which are matters for 
consideration of the health department 
and the enforcement division of the com- 
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mission. Re Martin (Martin Truck 
Lines) Application Nos. 11880-Exten- 
sion, 11881-Extension, Decision No. 
39637, November 5, 1952. 


The Colorado commission held that 
common carriers, protesting an applica- 
tion by a private carrier for authority to 
serve or extend operations, must show 
more than that they are equipped to han- 
dle all the business in the territory and 
that the possibility of increasing income 
might be diminished ; the question being, 
will existing carrier operations be so af- 
fected by the proposed new operations 
that they will not be able to continue effi- 
cient service to the public. Re Zemp, 
Application No. 12063-PP-E-xtension, 
Decision No. 39649, November 10, 1952. 


The Colorado commission authorized 
a package delivery service to extend op- 


erations to an area within a 30-mile 
radius of a municipality, subject to con- 
ditions barring scheduled service, lim- 
iting the capacity of vehicles and size of 
packages, and requiring the filing of 
rates and the rendering of adequate 
service, in order to protect the interest 
and rights of common carrier line haul 
service. Re Package Delivery Service 
Co. Application No. 11440-Extension, 
Decision No. 39651, November 10, 
1952. 


A Federal district court held that a 
motor carrier, operating under regular 
and irregular route certificates, was not 
authorized to tack, unify, or combine the 
two routes at dual common points and 
perform cross-haul operation by trans- 
porting between points in the same desti- 
nation area. Malone Freight Lines, Inc. 
v. United States et al. 107 F Supp 946. 
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UNITED STATES COURT OF APPEALS, NINTH CIRCUIT 


California Electric Power Company 


Federal Power Commission et al. 


No. 12987 
199 F2d 206 
October 14, 1952; rehearing denied November 12, 1952 


ETITION for review of order of Federal Power Commis- 

P sion asserting jurisdiction over certain sales of electric en- 

ergy; order affirmed. For Commission decision, see (1951) 
89 PUR NS 359. 


Rates, § 13 — Authority of Federal Power Commission — Licensee. 
1. The Federal Power Commission has authority to regulate rates of an 
electric company as a public utility under Part II of the Federal Power Act 
even though the company is a licensee under Part I of the act, p. 68. 


Interstate commerce, § 22 — Transmission of electric energy across state line — 
Ownership of facilities. 
2. The fact that facilities for the transmission and sale of electric energy by 
a power company are all located within the same state while the facilities 
used by it to transmit the energy across the state line are owned by the pur- 
chasers of the energy in no way detracts from the interstate character of 
the out-of-state sales, p. 68. 


Interstate commerce, § 22 — Sales of electricity — Government ownership of 
transmission facilities. 
3. The fact that the transmission facilities used by a power company for 
delivering electric energy across a state line are owned and operated by the 
United States is of no consequence in determining that the company is 
making sales in interstate commerce ; the question is not whether the United 
States is in interstate commerce but whether the company is, p. 68. 


Electricity, § 2 — Federal Power Commission jurisdiction — Interstate sales at 
wholesale to municipality and Navy. 
4. Sales of electricity to the United States or to a county are not excluded 
from the definition of sales at wholesale subject to regulation by the Federal 
Power Commission by reason of the definition in § 201(d) of the Federal 
Power Act, 16 USCA § 824(d), of sales at wholesale as sales to any 
person for resale or by reason of the provision in § 3(4), 16 USCA § 796 
(4), defining the word “person” as meaning an individual or a corporation, 
and § 3(3), 16 USCA § 796(3), excluding municipalities from the definition 
of a corporation, p. 68. 
Electricity, § 2— Federal Power Commission jurisdiction —JInterstate sales at 
wholesale to municipality and Navy. 
5. Section 201(f) of the Federal Power Act, 16 USCA § 824, providing 
[5] 65 96 PUR NS 
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that no provision in Part II of the act shall apply to, or be deemed to include, 
the United States, a state, or any political subdivision of a state, intended 
exclusion or exemption from the regulatory burdens of the statute but did 
not exclude a county and the government as wholesale purchasers of power 
from the benefits of the regulation of utilities from which they buy; the 
entire thrust of Part II is toward the seller at wholesale, not the buyer, 


p. 69. 


Rates, § 13 — Federal Power Commission jurisdiction — Interstate sales at whole- 
sale — Absence of contract or reference to resale. 
6. An express agreement or an intention on the part of a power company 
that energy sold across a state line to the United States Navy shall be resold 
is not required in order to confer jurisdiction on the Federal Power Com- 
mission to regulate rates for such energy sold at wholesale and resold by 
the Navy, p. 69. 


Rates, § 13 — Federal Power Commission jurisdiction — Sales to Navy for resale. 
7. The public interest is involved in rates charged by a power company to the 
Navy for energy sold interstate for resale by the Navy, whether the burden 
of possibly excessive rates were to fall on the ultimate consumer of the 
energy or on the nation’s taxpayers, and such rates are subject to the juris- 
diction of the Federal Power Commission, p. 69. 





Rates, § 13 — Federal Power Commission jurisdiction — Percentage of interstate 
power resold. 

8. The Federal Power Commission does not lack jurisdiction to regulate 
rates for electricity sold to the Navy and transported across a state line, on 
the theory that the percentage consumed by the Navy should be held subject 
to state regulation and only the part resold regarded as subject to regulation 
by the Federal Power Commission, when the supposed nonjurisdictional 
part of the energy is indistinguishable at the point of sale from the remainder 
and the amount resold is not constant but fluctuating, p. 69. 


¥ 


APPEARANCES: Henry W. Coil, 
Donald J. Carman, Riverside, Cal. 





General, Paul A. Sweeney, Melvin 
Richter, T. S. L. Perlman, Attorneys, 


(Harold M. Hammack and Kenneth Department of Justice, Washington, ' 
M. Lemon, Riverside, Cal., of D. C. (Charles Goodwin, Counsel, : 
counsel), for petitioner; Bradford George Spiegel, Assistant Counsel, ' 
Ross, General Counsel, Howard E. Bureau of Yards & Docks, Depart- . 
Wahrenbrock, Assistant General ment of Navy, Washington, D. C., of 
Counsel, Federal Power Commission counsel), for the United States as in- 
and (Leonard Eesley, Washington, tervenor; Everett C. McKeage, Boris / 
D. C., Francis L. Hall, Arlington, H. Lakusta, Wilson E. Cline, Attor- 1 
Va., Louis C. Kaplan, Attorneys, neys, Public Utilities Commission of ‘ 
Federal Power Commission, Rogers state of California, San Francisco, , 
Heights, Md., of counsel), for re- Cal., for California Public Utilities 
spondent; L. E. Blaisdell, District At- Commission, as amicus curiae. 
— of Mineral County » Hawthorne, Before Mathews, Healy, and Orr, f 
ev., for intervenor Mineral County; CyJ = 
Holmes Baldridge, Assistant Attorney ; . 
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Hearty, CJ: California Electric 
Power Company petitions for review 
of an order of the Federal Power 
Commission directing it to cease and 
desist from charging two Nevada cus- 
tomers (the Department of the Navy 
and Mineral county, Nevada) any rate 
other than “filed rates” for electric en- 
ergy it sells those customers. [See 
(1951) 89 PUR NS 359.] 

The Commission’s order does not 
assume to perpetuate the “filed rates,” 
but provides only that they shall con- 
trol until and unless superseded by 
new rates filed by the company or by 
rates fixed by the Commission. Aside 
from some minor, and, we think, in- 
consequential, objections of a proce- 
dural nature, the issue posed by the 
petition is whether the rates are sub- 
ject to the Commission’s filing require- 
ments, or whether, as the petitioner 
contends, the Public Utilities Commis- 
sion of California, either alone or in 
conjunction with the Public Service 
Commission of Nevada, has jurisdic- 
tion over the rates charged these cus- 
tomers. 

Petitioner owns and operates an in- 
terconnected system for the generation 
and distribution of electric power in 
California and Nevada. The power 
sold to the Navy and to Mineral coun- 
ty is generated in and transmitted 
from petitioner’s Northern Division 
plants in California.’ Most of it comes 
from three plants in petitioner’s Mono 
Basin system, these being hydroelec- 
tric projects licensed by the Commis- 
sion under § 4(e) of Part I of the Fed- 
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eral Power Act, 16 USCA §797(e), 
to operate on the public lands. The 
energy sold the Navy is delivered to 
Navy-owned transmission lines at pe- 
titioner’s Mill Creek plant in Mono 
county, California. From there it 
flows through the Navy’s line across 
the California-Nevada state boundary 
to the Naval Depot at Hawthorne, Ne- 
vada. Similarly the electric energy 
sold Mineral county is delivered at 
the Mill Creek plant to Mineral coun- 
ty, which transmits the energy across 
the state border over its own line for 
resale to consumers in Mineral county. 
These lines in each instance are 55,- 
000-volt transmission lines. At Haw- 
thorne, Nevada, the energy in both in- 
stances is transformed to lower volt- 
ages for distribution.? 

As regards the Navy, the power it 
purchases or generates is used to oper- 
ate the Navy’s various facilities at the 
Depot, and, in addition, to supply the 
needs of the occupants of a housing 
project which was built for and is oc- 
cupied by civilian employees of the 
Depot, as well as the energy needs of 
the operators of the Depot’s various 
concessions. Each housing or busi- 
ness unit has a Separate meter, and the 
occupant thereof is billed and required 
to pay for the energy which he con- 
sumes. From 1943 to 1948,° between 
15.4 per cent and 28.6 per cent of the 
Navy’s yearly total power supply was 
resold to these residents and business 
concessions, the amount resold averag- 
ing 18.7 per cent of the yearly total. 
By contract entered into in 1943 peti- 





1The Commission found that petitioner’s 
facilities utilized in these sales are facilities used 
for the transmission of electric energy in bulk, 
not for local distribution. 

2In addition to the energy purchased from 
petitioner, the Navy generates a small part 


(approximately 7.5 per cent of the amount pur- 
chased from the petitioner) of its own require- 
ments on three Diesel generators located at the 
Naval Depot. 

3 The present proceeding was begun by or- 
der to show cause issued February 15, 1950. 
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tioner and the Navy agreed upon the 
rates to be charged for the energy fur- 
nished. This contract was not filed 
with the Power Commission as a rate 
schedule, but petitioner charged the 
contract rates until 1948, when it ob- 
tained from the California Public Util- 
ities Commission a rate increase in re- 
spect of certain designated customers, 
including Navy, whom petitioner was 
serving under special contracts. 

The properties and facilities of the 
Mineral county power system belong 
to and are operated by the county un- 
der the direction of its board of com- 
missioners who ex-officio constitute 
the board of managers of the county- 
owned facility. Petitioner has sold to 
the county the power required for the 
system under a series of 3-year con- 
tracts providing that at rates set forth 
in the contract petitioner would fur- 
nish and the county would purchase all 
of the energy required by the latter for 
resale and distribution to the ultimate 
consumers in the state of Nevada. 

[1] Petitioner argues that since it 
is a licensee under Part I of the Fed- 
eral Power Act its rates to Navy and 
to Mineral county are to be regulated 
by the Commissions of Nevada and 
California under § 20 of the act, 16 
USCA §813, and that they are not 
subject to regulation under Part II, 
§§ 201, 205, and 206, 16 USCA 
§§ 824, 824d, 824e.* The contention 
is not different from that made and 
rejected in Pennsylvania Water & 
Power Co. v. Federal Power Commis- 


sion (1952) 343 US 414, 418, 96 


L ed 1042, 1047, 94 PUR NS 1, 
72 S Ct 843, where the court said that 
Part II proceeds on the assumption 
that regulation of public utilities trans- 
mitting and selling power at wholesale 
in interstate commerce is a matter 
which necessarily must be accom- 
plished by the Federal government. It 
was thought that the program formu- 
lated by the act would be hindered, not 
helped, if Part I licensees were held im- 
pliedly exempt from the more expan- 
sive regulation provided by Part II. 
[2-4] The transactions in question 
manifestly constitute sales by a public 
utility of electric energy in interstate 
commerce. It is of no moment that 
petitioner’s facilities for the transmis- 
sion and sale of the energy are all lo- 
cated in California and that those used 
to transmit it across the line into Ne- 
vada are owned by the purchasers of 
the energy. Rhode Island Pub. Utili- 
ties Commission v. Attleboro Steam & 
Electric Co. 273 US 83, 71 L ed 549, 
PUR1927B 348, 47 S Ct 294; Fed- 
eral Power Commission v. Arizona 
Edison Co. (CA9th 1952) 93 PUR 
NS 396, 194 F2d 679.5 Nor is it of 
consequence, as the petitioner con- 
tends, that in one instance the energy 
is transmitted across the state line by 
the United States. Federal Power 
Commission v. Arizona Edison Co. 
supra, 93 PUR NS at p. 398, 194 F2d 
at p. 681. The question is not wheth- 
er the United States is in interstate 
commerce, but whether petitioner is. 
But it is urged that sales to the United 
States or to Mineral county are not at 





4The Commission found that the Nevada 
Commission has not been given jurisdiction by 
Nevada statutes over petitioner’s charges to 
Mineral county or to the United States as con- 
templated by §§19 or 20, hence alternative 
jurisdiction is by those sections conferred up- 
on the Federal Power Commission. Petitioner 
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asails the finding, but we think it unnecessary 
to resolve the dispute. 

5 Section 201(c) of the act provides that 
“electric energy shall be held to be trans- 
mitted in interstate commerce if transmitted 
from a state and consumed at any point out- 
side thereof . . . .” 





a Gb ab te O60 O88 Seb oe ot 


> oe em 428 == & = © 8 & 


ae a ae ee 


CALIFORNIA ELEC. POWER CO. v. F. P. C. 


wholesale within the act’s intendment 
since § 201(d) defines sales at whole- 
sale as sales to any person for resale, 
and neither the United States nor 
Mineral county is by definition a per- 
son. Sections 3(4) and 3(3) of Part 
I and 201(f) of Part II of the act are 
appealed to in support of the argu- 
ment. Section 3(4) defines the word 
“person” as meaning “an individual or 
a corporation,” and § 3(3), defining 
“corporation,” excludes municipalities 
from the definition. Section 201(f) 
will be noticed in a moment. 

The argument here predicated on 
§ 201(d) was made to the seventh cir- 
cuit in the recent case of Wisconsin- 
Michigan Power Co. v. Federal Power 
Commission (CA7th 1952) 94 PUR 
NS 515, 197 F2d 472, where a num- 
ber of municipalities were involved as 
purchasers for resale. Upon consider- 
ation of the legislative history and 
gradual development of the several 
provisions of the act, together with 
the policy of the legislation as a whole, 
the court concluded, 94 PUR NS at p. 
522, 197 F2d at p. 479, that Congress 
did not intend to exclude from its defi- 
nition of sales at wholesale sales to 
municipalities for resale. It thought 
that to construe the act as the power 
company contended would be to neg- 
lect other provisions, such as §§ 306 
and 313(a), relating to complaints by 
municipalities, and to leave those bod- 
ies open to the rankest discrimina- 
tion. 


We agree with the seventh circuit 
that reference back to the early defini- 
tions contained in Part I should not be 

ermitted to thwart the general policy 
manifested by the statute as a whole. 
It seems more than probable that the 
significance of those definitions was 


overlooked in the later formulation of 
Part II. 

[5] Nor is § 201(f) of help to the 
petitioner. This section states that 
“No provision in this Part shall apply 
to, or be deemed to include, the United 
States, a state o1 any political subdivi- 
sion of a state .” It is clear 
that the intended exclusion or exemp- 
tion is from the regulatory burdens of 
the statute. For the purposes of the 
act these public bodies are simply not 
deemed to be public utilities. But it 
would be inconsistent with the policy 
of the legislation, as well as with cer- 
tain of its provisions already men- 
tioned, to hold that, as wholesale pur- 
chasers of power, they are excluded 
from the benefits of the regulation of 
the utilities from which they buy. The 
entire thrust of Part II is toward the 
seller at wholesale, not the buyer. 


[6-8] Petitioner’s sales to Mineral 
county are substantially in their entire- 
ty sales of energy for resale. But in 
respect of the United States it is con- 
tended, on several grounds, that the 
sale to the Navy is not for resale with- 
in the intendment of the act. The 
principal of these grounds is that only 
a minor percentage of the amount sold 
the Navy was resold by it.6 Another 
objection to Commission jurisdiction 
is that the Navy resells at a low rate; 
and a third is that petitioner’s contract 
made no reference to resale and that 
petitioner did not intend to sell for re- 
sale. 

We. turn first to the latter objec- 
tions. The Commission found as a 
fact that the energy in question was 
resold to ultimate consumers and con- 





6 As observed above, the actual percentage 
of power resold fluctuated rather widely, aver- 
aging 18.7 per cent of the yearly total. 
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sumed in Nevada. It found also that 
petitioner had knowledge; of the re- 
sales. We are not persuaded that an 
express agreement or an intention on 
the company’s part that the energy 
shall be resold is required in order to 
confer jurisdiction. It appears with- 
out dispute that the only reason the 
service was not rendered by the local 
electric utility (Mineral county) was 
the latter’s financial inability to under- 
take the business, hence the necessity 
of the Navy’s action. As to the rate 
at which the Navy sells, we agree with 
the Commission that the public inter- 
est is involved in the company’s rate 
to the Navy, whether the burden of 
possibly excessive rates were to fall 
on the ultimate consumer of the en- 
ergy or on the nation’s taxpayers. 
Petitioner’s argument of lack of ju- 
risdiction based on the percentage of 
power resold seems finally to have re- 
solved itself down to the proposition 
that the percentage consumed by the 
Navy should be held subject to state 
regulation, and only the part resold 
regarded as subject to regulation by 
the Commission. In rebuttal the 
Commission cites Jersey Central Pow- 
er & Light Co. v. Federal Power Com- 
mission (1943) 319 US 61, 87 L ed 
1258, 48 PUR NS 129, 63 S Ct 953; 
Connecticut Light & P. Co. v. Federal 
Power Commission (1945) 324 US 
515, 89 L ed 1150, 58 PUR NS 1, 65 
S Ct 749; and Hartford Electric Light 
Co. v. Federal Power Commission 
(CA2d 1942) 46 PUR NS 198, 131 
F2d 953, certiorari denied (1943) 319 
US 741, 87 L ed 1698, 63 S Ct 1028, 
dealing with commingled flows of out- 
state and intrastate energy. It is un- 
necessary to discuss these cases in view 
of the very recent decision in Pennsyl- 


vania Water & Power Co. v. Federal 
Power Commission, supra, which 
deals with the same problem.  Al- 
though the situations are not identical, 
we are inclined to think that the Penn 
Water Case in principle disposes of pe- 
titioner’s argument. There the power 
company contested the Commission’s 
jurisdiction to regulate its sales in 
Pennsylvania to Pennsylvania utilities 
on the ground that 83 per cent of the 
energy so sold was intrastate energy 
developed in Pennsylvania, only 17 
per cent coming from Maryland. The 
court said that the Commission “has 
complete authority to regulate all of 
this commingled power flow.” [94 
PUR NS at p. 5, 72 S Ct at p. 846.] 

Here, as in the Penn Water Case, 
the supposed. nonjurisdictional part of 
the energy is indistinguishable at the 
point of sale from the remainder. 
Moreover the amount resold is not 
constant, but fluctuating. The Com- 
mission contends that it is not practi- 
cable to segregate the jurisdictional 
from the alleged nonjurisdictional part. 
It seems clear, although petitioner con- 
tends otherwise, that the only mode of 
segregation would be by separating 
the two loads and supplying each by 
an independent transmission line from 
the point of metering and purchase to 
the Depot. 

In virtually all sales of power to a 
public body, such as a municipality, 
we would suppose that some part of 
the energy is used by the purchaser for 
its own purposes, the rest being resold 
to the consuming public. It would 
create untold difficulty and confusion 
if petitioner’s argument in respect of 
severability for rate regulation pur- 
poses were to be given countenance. 

The Commission’s order is affirmed. 
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Re South Jersey Gas Company 


Docket No. 6127 
October 29, 1952 


PPLICATION by a gas company for approval of modification 
1 \ of rates; suggested modification disapproved and refiling 
with suggested changes directed. 


Rates, § 303 — Fuel adjustment clause — Gas. 
1. A gas company was authorized to include in its tariff a provision for 
passing on to its customers any increase in the cost of gas purchased by it 
where the company’s 4.67 per cent return for a previous year indicated that 
the company was not in a financial position to absorb an increase in the 
cost of purchased gas without increasing rates to its customers, p. 74. 


§ 303 — Fuel adjustment clause — Gas. 

2. A 56 per cent annual load factor criterion in the proposed fuel adjust- 
ment clause of a gas company was replaced by a 60 per cent annual load 
factor where the former factor did not sufficiently recognize the admittedly 
better load factor of the average residential customer who does not use gas 
for space heating, p. 74. 


, § 303 — Gas — Automatic application of fuel clause. 

3. A purchased gas adjustment clause in a gas company’s rate schedule 

was modified to provide for procedural safeguards so that adjustments 

would not be fully automatic but would receive appropriate review and 

modification, if necessary, before they actually became effective, where it 
appeared that the fuel clause would have a significant effect amounting in 
some cases to 10 per cent of a customer’s bill if rate increases were author- 
ized for the company’s fuel supplier, p. 75. 


¥ 


Rates, 


APPEARANCES: Maurice Y. Cole, 
for South Jersey Gas Company; Wil- 
liam E. McGlynn, for the people of 
the state of New Jersey, by appoint- 
ment of the attorney general; Herbert 
J. Flagg, in behalf of the Board of 
Public Utility Commissioners, Depart- 
ment of Public Utilities. 


By the Commission: South Jersey 
Gas Company, a public utility as de- 
fined by the laws of the state of New 
Jersey, subject to the jurisdiction of 
the Board of Public Utility Commis- 


sioners, filed its Tariff P.U.C. N.J. 
No. 1—Gas to become effective for 
bills rendered on and after April 1, 
1952. Said tariff provides the same 
basic rates for gas service as are now 
on file with the Board except that it 
limits to an amount not exceeding $4 
the difference between the gross bill 
and the net bill rendered to customers 
which difference heretofore has not 
been so limited. It appears that some 
customers will be benefited and no cus- 
tomers will be adversely affected by 
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this provision. Also said tariff con- 
tains in each of certain rate schedules 
a provision entitled, ““Purchased Gas 
Adjustment” which would have the 
effect of increasing or decreasing the 
rates to customers served under such 
rate schedules, in the event the present 
rates under which South Jersey Gas 
Company purchases natural gas should 
be increased or decreased. 

By order dated March 19, 1952, the 
Board suspended said Tariff P.U.C. 
N.J. No. 1—Gas to July 1, 1952, and 
fixed April 9, 1952, as the date for 
public hearing on the justness and rea- 
sonableness of said Purchased Gas Ad- 
justment provisions in said tariff. The 
Board also directed the South Jersey 
Gas Company to give general notice 
of said proceeding to its customers by 
publication of advertisements in news- 
papers and to submit copies of the said 
tariff with accompanying statement as 
filed with the Board to the state attor- 
ney general and to the United States 
Office of Price Stabilization. The 
company adduced proof at the hearing 
that it had complied with the order of 
the Board as to the giving of notices. 

By further order of the Board the 
suspension of said tariff was extended 
to October 1, 1952, and subsequently 
the company agreed in writing not to 
make the tariff effective prior to No- 
vember 1, 1952, unless the Board has 
determined the matter before that date. 

The record herein being complete 
and it being duly advised in the prem- 
ises, the Board hereby enters its re- 
port, findings, and order. 


Report 


South Jersey Gas Company has 
been distributing natural gas to cus- 
tomers throughout its service area 
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since early in 1951. The company 
purchases its full supply of natural gas 
from the Transcontinental Gas Pipe 
Line Corporation (Transcontinental) 
under a 20-year contract at a specified 
rate. 

The rates under which the Trans- 
continental Gas Pipe Line Corpora- 
tion supplies natural gas to its cus- 
tomers are under the jurisdiction of 
the Federal Power Commission, an 
agency of the United States Govern- 
ment, and are subject to lawful change 
through appropriate procedure not- 
withstanding that a particular custom- 
er—as in the case of South Jersey Gas 
Company—may have a contract for a 
supply of gas at a specified rate. 

It appears that in October of 1951, 
Transcontinental filed a general in- 
crease in its rates with the Federal 
Power Commission. These rates were 
suspended by the Commission and 
made the subject of a proceeding des- 
ignated as Docket G—1842. The 
Board takes official notice that said 
proceeding was dismissed by the Fed- 
eral Power Commission subsequent 
to the Board’s hearing in the instant 
cause. The Board also takes official 
notice that Transcontinental on Sep- 
tember 17, 1952, again filed a general 
increase in rates with the Federal 
Power Commission which that agency 
suspended and made the subject of a 
proceeding designated as Docket G- 
2075 which proceeding is pending at 
the present time. 


The average unit cost of gas pur- 
chased by South Jersey depends on its 
load factor. For purposes of its calcu- 
lations South Jersey adopted a load 
factor of 56 per cent as being a little 
higher than the load factor actually 
developed by its retail business. The 
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record shows that at 56 per cent annual 
load factor the average cost of natural 
gas to South Jersey, which is 33.33 
cents per thousand cubic feet under 
present rates, would be increased to 
44.78 cents per thousand cubic feet 
under the rates originally proposed by 
Transcontinental. This is an increase 
of approximately 34.3 per cent. 

The Purchased Gas Adjustment 
provisions contained in South Jersey’s 
Tariff P.U.C. N.J. No. 1—Gas would 
have the effect of passing on to the 
company’s customers a portion of the 
effect of any increase in the rates of 
Transcontinental on the cost of gas to 
South Jersey. This would be accom- 
plished by adjusting the rate per therm 
quoted in its several rate schedules by 
a uniform amount to be determined in 
accordance with a stated formula. 
Tariff provisions of the type here un- 
der consideration, usually designated 
“Fuel Adjustment Clause,” have been 
generally recognized by regulatory 
agencies for many years. They have 
proven to be practical and reasonable 
for the purpose of reflecting in charges 
for utility service uncontrollable 
changes in cost of basic materials used 
in producing the service. The previ- 
ous rates of South Jersey applicable to 
manufactured gas contained such a 
fuel adjustment clause. The record 
shows that in filing its original rates 
for natural gas service South Jersey 
did not include a provision for adjust- 
ing charges to customers to conform to 
changes in unit cost of purchased gas 
because it believed that the contract 
tates for gas would not be changed 
during the 20-year term of the con- 
tract. 


At the hearing, South Jersey pro- 
posed a restatement of the Purchased 


Gas Adjustment provision, as origi- 
nally filed, for the stated purpose of 
clarifying the provision. It was point- 
ed out that the amendment would not 
alter the intent of the provision as 
originally filed. 

Under certain conditions a Natural 
Gas Pipe Line Company whose pro- 
posed increased rates are involved in a 
proceeding before the Federal Power 
Commission may charge such rates on 
a temporary basis under a bond to re- 
fund to customers (such as South 
Jersey) the difference, if any, between 
the amount actually charged and the 
amount that would have been charged 
under the rates finally authorized by 
the Federal Power Commission. In 
recognition of such a situation South 
Jersey Gas Company’s Tariff P.U.C. 
N.J. No. 1—Gas contains Rider No. 1, 
the intent of which is to provide a 
method by which it will make appro- 
priate refunds to its customers in the 
event the Purchased Gas Adjustment 
clause becomes operative and the Fed- 
eral Power Commission allows in- 
creased rates to Transcontinental 
which are lower than those it may be 
charging on a temporary basis so that 
South Jersey shall be entitled to a re- 
fund from Transcontinental. Rider 
No. 1 as filed contains some statement 
relative to adjustments of the Pur- 
chased Gas Adjustment formula in the 
event of a change in the company’s an- 
nual load factor. At the hearing the 
company proposed an amendment to 
Rider No. 1 so as to eliminate the three 
paragraphs identified as subsection (2) 
on Original Sheet No. 40 in the origi- 
nal filing. The evident intent of the 
amendment is to eliminate a rigid basis 
for recalculation of the Purchased Gas 
Adjustment formula and_ substitute 
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therefor its agreement stated for the 
record that if change in conditions 
should indicate that a revision is de- 
sirable for equitable treatment of its 
customers, it will consult with the 
Board concerning revision of the Pur- 
chased Gas Adjustment formula in the 
light of any change in conditions on 
which the formula is based. 


[1] The first question to be disposed 
of in this case is whether the company 
is in a financial position wherein it 
could reasonably be required to ab- 
sorb an increase in the cost of pur- 
chased gas without increasing its rates 
for service. The evidence shows that 
for the 12-month period ended Feb- 
ruary 29, 1952, South Jersey realized 
an operating income of $796,854 and 
a net income of $507,716 after inter- 
est and other fixed charges. The com- 
pany claimed a net investment rate 
base of $18,050,373 for the year 1951. 
This amount is the average of figures 
at the beginning and end of the year. 
It is not possible from the evidence 
to derive a precisely comparable rate 
base for the 12-month period ended 
February 29, 1952, but it is clear from 
Exhibit P—5 that the increase in invest- 
ment in total utility plant is approxi- 
mately offset by increases in deprecia- 
tion reserve and decreases in the bal- 
ance carried in materials and supplies 
and unamortized conversion costs. It 
is, therefore, reasonable to conclude 
that a net investment rate base of $18,- 
050,373 may equitably be used for test- 
ing the reasonableness of the com- 
pany’s return for the 12-month period 
ended February 29, 1952. When the 
operating income of $796,854 for the 
said 12-month period is related to said 
rate base it indicates an experienced 
rate of return of 4.41 per cent. 
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The Board takes notice that since 
the hearing in this cause South Jersey 
has acquired by purchase and merged 
into its operations the property and 
business of Cumberland County Gas 
Company. Thus, prospective condi- 
tions may differ somewhat from those 
prevailing prior to the hearing. The 
Board also takes notice that studies 
made by its staff which reflect the new 
conditions for twelve months ended 
June 30, 1952, indicate an experienced 
rate of return of 4.67 per cent for that 
period. 

The conclusion is plain that under 
present circumstances South Jersey is 
entitled to the opportunity to recoup 
any increased unit cost to it of pur- 
chased gas through appropriate ad- 
justment of its rates. 

If, as time passes, operating expens- 
es generally are reduced, or if the oper- 
ating revenues of the company increase 
by reason of a greater volume of sales 
so that the operating income of the 
company approaches the level of a fair 
return, the Board would be warranted 
in giving consideration to the reason- 
ableness of the rates that South Jersey 
may be charging at that time. At any 
time that circumstances may warrant, 
the Board will act in accordance with 
the principle laid down by the New 
Jersey supreme court which said in the 
Atlantic City Sewerage Company Case 
(1942) 128 NJL 359, 367, 44 PUR 
NS 50, 57, 26 A2d 71: “There is in 
the continuing supervisory power of 
the administrative agency a wholly 
adequate remedy for the correction of 
inequities flowing from the need of 
adjustment due to shifting circum- 
stances.” 


[2] The next question to dispose 
of is whether the Gas Purchased Ad- 
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justment clause would equitably ac- 
complish the distribution to customers 
of South Jersey of any change in the 
cost of purchased gas that would be 
due to changes in the authorized rates 
of Transcontinental. Of particular 
concern is the reasonableness of the 56 
per cent annual load factor criterion 
expressed in the clause. This brings 
up for consideration the load factor at 
which South Jersey buys its gas from 
Transcontinental, because the load fac- 
tor has an important influence on the 
average cost of gas per thousand cubic 
feet. The company load factor is a 
composite of the load factors of indi- 
vidual customers. Customers who use 
gas for cooking, water heating, and 
refrigeration characteristically have 
relatively high load factors, while cus- 
tomers who use gas exclusively for 
space heating have relatively low load 
factors. The “2-part” contract under 


which South Jersey buys gas from 
Transcontinental specifies a minimum 
annual system load factor of 65 per 


cent. Hence, if South Jersey is able 
to exceed that load factor it obtains a 
proportionally lower unit cost of the 
gas it buys. 

There is a complicating factor here 
because of sales of gas to main-line 
industrial customers on an interrupti- 
ble basis. These main-line customers 
have average daily use on an annual 
basis which is considerably higher than 
their usage on the company’s peak 
day, resulting in an annual load factor 
of over 100 per cent for customers of 
this type. The company pointed out 
that only by reason of its sales on an 
interruptible basis to the main-line in- 
dustrial customers was it able to 
achieve a system-wide load factor of 
more than 65 per cent. According to 


the evidence this interruptible busi- 
ness is beneficial as respects the cost 
of gas used by the retail customers. 

Considering the retail business 
alone, the evidence shows that for the 
twelve months ended February 29, 
1952, the calculated load factor appli- 
cable to natural gas was 52.7 per cent. 
The company estimated that the com- 
parable load factor for 1952 would be 
55.0 per cent and for 1955 it would be 
51.3 per cent. Based on these calcula- 
tions and estimates and on other gen- 
eral considerations, the company con- 
cluded that the base average rate for 
purpose of the adjustment clause 
should be determined at 56 per cent 
annual load factor. 

The company estimates that as a 
matter of prudent policy it will have 
to operate its standby gas plant on its 
largest peak days in order to avoid an 
alternatively greater expense through 
having to pay increased demand charg- 
es to Transcontinental. Such action 
would tend to avoid an increase in the 
average rate the company would pay 
for natural gas. 

The Board is of the opinion that the 
56 per cent annual load factor criteri- 
on stated in the adjustment clause pro- 
posed by the company does not suffi- 
ciently recognize the admittedly better 
load factor of the average residential 
customer who does not use gas for 
space heating. There appears to be no 
precise method of determining this 
load factor so it becomes largely a 
matter of expert opinion. Without 
asserting that the 56 per cent criterion 
is wrong, the Board is of the opinion 
that 60 per cent is more acceptable un- 
der the circumstances prevailing in 
this case. 

[3] As proposed, the Purchased 
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Gas Adjustment clause obviously con- 
templates that charges to customers 
would be increased automatically in 
accordance with the formula upon the 
date new and higher rates of Trans- 
continental become effective. Such 
an automatic increase could have a 
significant effect on a customer’s 
monthly bill. For example, the adjust- 
ment that would result from the formu- 
la on the basis of the increased rates 
originally proposed by Transconti- 
nental would amount to roughly 10 
per cent of the present monthly bill of 
an average residential space-heating 
customer. This is serious enough to 
warrant the Board in setting up pro- 
cedural safeguards so that such ad- 
justments shall not be fully automatic 
but will receive appropriate review, 
and modification if necessary, before 
they actually become effective. 


Findings of Fact 


Having considered the record and 
exhibits in this proceeding the Board 
hereby finds: 

1. That the return being earned by 
South Jersey Gas Company is not suffi- 
cient, either presently or prospectively 
in the foreseeable future, to enable it to 
absorb any increase in rates it must 
pay for natural gas without suffering 
an unfair and unreasonable decrease in 
such return; 

2. That under the circumstances 
present in this case it is reasonable and 
proper to provide in advance a fair 
procedure whereby there may be dis- 
tributed to customers, in proportion to 
their use of gas, a total amount not 
exceeding the additional cost of gas 
sold in the event natural gas rates to 
the company are lawfully increased. 
Conversely such a procedure should 
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provide for distribution to customers 
of total savings resulting from a law- 
ful decrease of natural gas rates to the 
company ; 

3. That it is desirable and reason- 
able to include in the company’s gas 
tariff a Purchased Gas Adjustment 
clause which will set forth the formula 
under which will be determined the 
specific adjustments to the company’s 
rates in order to produce the result 
described in Finding No. 2; 

4. That in the circumstances of this 
case the annual load factor to be used 
in determining the base average rate 
for purchased gas should not be less 
than 60 per cent; 

5. That the public interest requires 
that any adjustments to rates calcu- 
lated under a Purchased Gas Adjust- 
ment clause as herein contemplated 
shall be filed with the Board in a regu- 
lar manner and be subject to such re- 
view as the Board may determine. 


ORDER 


Wherefore the Board orders: 

1. That Tariff P.U.C. N.J. No. 1 
—Gas, heretofore submitted by South 
Jersey Gas Company be not accepted 
for filing in its present form but that 
the company be allowed to withdraw 
and refile it so as to include therein a 
Purchased Gas Adjustment provision 
in conformity with the views herein- 
above expressed and as set forth in 
paragraph 2 of this order. Such 
provision may be included in said tar- 
iff as a rider or it may be set forth on 
each rate schedule to which it applies. 
In case it appears as a rider it shall 
carry a list of the rate schedules to 
which it applies and correspondingly 
each such rate schedule shall carry a 
reference to the rider. 
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2. That when an adjustment in 
rates, or change in an authorized ad- 
justment, would result from the opera- 
tion of the formula set forth in the 
Purchased Gas Adjustment provision 
referred to in paragraph 1 above, the 
company shall issue and file with the 
Board in the regular manner, on thirty 
days’ notice, a supplement to its tariff 
or to appropriate rate schedules there- 
in, which supplement shall set forth 
the specific adjustment calculated in 
accordance with said formula. Said 
supplement shall be accompanied by 
statements and calculations relevant 
thereto and shall specify an effective 
date, which effective date shall be not 
less than seven days following the date 
when a lawful increase in rate for natu- 
ral gas purchased by the company be- 
comes effective; or be not more than 
seven days following the date when a 
lawful decrease in said rate for natural 
gas becomes effective. All notice pro- 
visions set forth in this paragraph are 
to be deemed subject to modification 
by the Board if good cause therefor is 
established. 


3. That the authorizations of this 
order shall not be available to South 
Jersey Gas Company unless and until 
the company files with the Board a 
duly verified acceptance of this decision 
which shall include an undertaking on 
the part of the company to the effect 
that in the event (a) Transcontinental 
Gas Pipe Line Corporation is author- 
ized by the Federal Power Commis- 
sion to increase its rates to South Jer- 
sey Gas Company during the pendency 
of a proceeding involving its rates be- 
fore said Commission; and (b) the 
Federal Power Commission eventually 
approves rates for Transcontinental 
which are lower than those that have 
been actually charged to South Jersey 
in the interim, which would result in 
South Jersey receiving from Trans- 
continental a refund of overcharges or 
differential in rates; then South Jer- 
sey will distribute said refund to its 
customers in accordance with a method 
of calculation and plan of distribution 
that has been submitted to and ap- 
proved by this Board. 
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Re Cambridge Electric Light Company 


D.P.U. 9781 
August 1, 1952 


NVESTIGATION on Commission motion as to propriety of pro- 
posed electric rate increases; proposed rates disapproved and 
new rate increase prescribed. 


Valuation, § 299.1 — Working capital allowance — Effect of tax accruals. 
1. No allowance was made for cash working capital in fixing an electric 
rate base where the company’s cash requirements were adequately met out 
of the funds provided by the ratepayers in advance of tax payments, p. 80. 


77 
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Return, § 12 — Reproduction cost basis. 
2. An electric company’s return allowance should not be based upon “pres- 
ent-day dollars” or upon a rate base “trended to present-day costs,” p. 80. 


Return, § 11 — Actual investment basis. 


3. An electric company’s return allowance should be based upon the com- 
pany’s actual investment as it appears on its books, p. 80. 


Depreciation, § 56 — Annual accruals — Electric company. 
4. An increase in an electric company’s annual depreciation accruals from 
23 per cent to 3 per cent, being the rate allowed under Federal tax regula- 
tions, was allowed where the arithmetical average of the company’s per- 
centage accruals for the past six years inclusive was 3.12 per cent, p. 82. 


Expenses, § 114 — Taxes — Consolidated returns, 
5. The earnings of an electric company which is a member of a holding 
company system should be computed in the light of its position after a con- 
solidated tax return credit, p. 83. 


Revenues, § 2 — Future estimates. 


6. An electric company’s revenue estimates should be developed on present- 
day actual costs without trending them for future years, p. 84. 


Return, § 41 — Debt ratio — Intercorporate relations. 
7. The capital structure of a holding company system should be considered 
in determining what debt ratio the Commission should use in computing 


the earnings which it must permit a subsidiary operating utility to realize, 
p. 84. 


Return, § 26 — Debt ratio factor — Electric company. 
8. A debt ratio of 50 per cent was considered a fair allocation of the capital 
of an electric company which was a member of a holding company system, 
p. 84 

Return, § 87 — Electric company. 
9. A return of at least 5.825 per cent (as the composite cost of capital) was 
considered necessary to enable an electric company to maintain its credit 
and attract new capital where its composite cost of equity capital under a 
50 per cent debt structure would be not less than 8.5 per cent and the com- 
posite cost of debt capital was 3.15 per cent, p. 85. 


Discrimination, § 67 — Electric rates — Concessions to municipalities. 
10. A municipal government is to be considered strictly as a customer of an 
electric company, and the fact that the taxpayers upon whom the burden 
of municipal costs fall are in large measure also individual customers of 
the utility does not permit the utility to furnish service to the municipality 
except at fair and reasonable rates which will give the utility a fair return 
on the property devoted to such use, p. 87. 


¥ 


APPEARANCES: 
Cambridge Electric Light Company ; 
Mosier B. Goldberg, Assistant City 
Counsel, for city of Cambridge. 


By the DEPARTMENT: Cambridge 
Electric Company filed on November 
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W. A. Hill, for 9, 1951, its M.D.P.U. Nos. 57 to 65, 


inclusive, stated to be effective Decem- 
ber 1, 1951, containing increased 
schedules of residential, commercial, 
and industrial rates for electricity. The 
application of such schedules was sus- 
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pended by order of the Department, 
and an investigation ordered as to 
their propriety. Public hearings were 
held in Cambridge on January 8, 
1952, continued in Boston on January 
29th and 30th and closed on February 
27th. In order to complete the record 
in certain respects, the matter was 
reopened and a further hearing held on 
June 12, 1952. 

Respondent serves about 27,000 
customers with electricity in the city 
of Cambridge and supplies current at 
wholesale to the adjacent town of Bel- 
mont. This territory is a compact, 
highly industrialized area of about 
120,000 population with a load factor 
that has been of material assistance for 
many years in keeping its electric rates 
among the lowest in the state. The 


proposed rates contemplate an over-all 
increase of about 20 per cent at the 
average domestic use of 1,192 kilowatt 
hours annually. 


The total percentage 
increase in residential revenue is about 
17.2 per cent, in commercial about 13.6 
per cent, in institutional lighting about 
9.9 per cent, in general power about 
18.5 per cent, in large power about 8.1 
per cent, and in high-tension power 
about 6.3 per cent. Respondent’s 
present domestic revenue is about 
3.083 cents per kilowatt hour. It pro- 
poses to collect about 3.613 cents. Its 
entire operating revenue from the rate 
classifications affected is about 1.946 
cents per kilowatt hours under 
present rates as against about 2.171 
cents under the proposed rates. 
These schedules are designed to bring 
in about $565,000 additional annual 
gross revenue. 

Respondent’s instant proposal re- 
verses a trend that has been effec- 
tive for many years. Between 1928 


and 1946, respondent made successive 
rate changes involving reductions in 
gross revenue aggregating $1,248,830 
annually. This figure is the more im- 
pressive when it is considered that 
these reductions were made prior to 
the existing heavy corporate income 
taxes. Of this aggregate amount, 
$403,510 was referable to domestic 
rates, $512,970 to commercial, $247,- 
620 to industrial, and $84,730 to oth- 
er rates. Under present rates, re- 
spondent is collecting an average reve- 
nue per kilowatt hour of 26.7 per cent 
less from residential customers than in 
the base period of 1935-1939, 24.3 per 
cent less from commercial and 18.1 per 
cent less from industrial. Under the 
proposed rates, it is estimated that the 
rates will still be 14.1 per cent less 
to domestic users, 14.4 per cent less 
to commercial users, and 12.2 per cent 
less to industrial. An unascertainable 
but very substantial portion of this de- 
crease is, of course, due to increased 
average consumption at the tailing 
rate. Since 1945, the average annual 
use per residential customer has in- 
creased from 827 kilowatt hours to 
1,192 kilowatt hours, an increase of 
about 44 per cent. Commercial aver- 
age use went from 6,018 kilowatt 
hours to 9,674 kilowatt hours, or an 
increase of about 60.7 per cent. It is 
still true, however, that some portion 
of the decrease we have noted is due to 
respondent’s past rate policies. 
Respondent’s common stock is en- 
tirely owned by New England Gas and 
Electric Association, a Massachusetts 
trust, which also owns a number of 
other gas and electric properties in 
the eastern part of the state. A con- 
densed balance sheet of respondent as 
of October 31, 1951, is as follows: 
96 PURNS 
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ASSETS 


Operating property 

Other investments 

Cash and accounts receivable 
Materials and supplies 

Plant replacement fund assets 
Other assets 


Total Assets 


Common stock and premium 
Coupon and long term notes 
Other liabilities 
Reserves—depreciation 
—other 
Contributions for extensions 
Surplus—invested in plant 
—profit and loss 


Total Liabilities 


[1] Respondent shows a balance in 
its Plant and General Equipment ac- 
counts as of December 31, 1951, of 
$18,266,005, including some unfin- 
ished construction transferred to 
plant early in 1952, or a net after ac- 
crued depreciation of $12,941,300. It 
also carried materials and supplies as 
of the same date in the amount of 
$354,118. It accrued an average of 
$80,400 per month during the year 
1951 toward Federal income taxes not 
payable until 1952 and municipal prop- 
erty taxes not payable until Novem- 
ber 1, 1951, and had an average bal- 
ance on hand in these accounts, includ- 
ing prepayments, during the year of 
$495,895. Forty-five days’ operating 
expense, exclusive of taxes, deprecia- 
tion and purchased power, amounts to 
$337,000. We find that respondent’s 
cash requirements for working capital 
are adequately met out of the funds 
provided by the ratepayers in advance 
of tax payments. An analysis of its av- 
erage cash position for 1951 shows 
that the’ sum of its account for ma- 
terials and supplies, which is a legiti- 
mate item of working capital and which 
we are allowing, plus temporary cash 
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$18,000,763 
566,148 
919,565 
344,060 
48,116 
159,824 


$20,038,476 


$6,568,000 
2,695,000 
798,502 
5,274,080 
43,731 
15,917 
4,000,000 


$20,038,476 


investments, which we see no reason 
for including in its requirements, al- 
most exactly equals the amount by 
which it claims that its cash position 
fell short of accruals, leaving a very 
adequate supply of bank cash of about 
$450,000. In accordance with the 
policy established in Re Western 
Massachusetts Electric Co. D.P.U. 
9658, no allowance is, therefore, made 
for cash working capital. We find that 
respondent had prudently invested in 
electric utility operating plant as of 
December 31, 1951, the amount of 
$13,295,418, which we will adopt as 
the rate base for the purposes of this 
case. 

[2, 3] We are again asked to ap- 
ply this percentage of return to a rate 
base computed on “present-day dol- 
lars” or “trended to present-day costs.” 
We have very recently refused to alter 
our thinking along this line. See Re 
Western Massachusetts Electric Co. 
D.P.U. 9658. When our conclusion 
as to the proper rate of return is 
drawn from evidence of present-day 
market conditions, we believe we are 
justified in applying this result to the 
actual investment of respondent as it 
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appears on its books. We are aware, 
of course, that any utility would be de- 
lighted to use a figure other than 
original cost under present-day con- 
ditions. This has been true for a 
number of years, and a number of 
regulatory bodies and courts have been 
asked to change this concept. There 
has been a running fight in this con- 
nection with confused and inconclusive 
results from the time of Smyth v. 
Ames (1898) 169 US 466, 42 L ed 
819, 18 S Ct 418, to the Hope Natural 
Gas Case (1944) 320 US 591, 88 Led 
333, 51 PUR NS 193, 64 S Ct 281. 
Certainly, Massachusetts, where the 
concept of original cost was evolved at 
so early a date, should not be among 
the first to abandon it without more 
cogent evidence than here appears. See 
Re Wisconsin Electric Power Co. 
(Wis 1952) 93 PUR NS 97; New 
Jersey Power & Light Co. v. Public 
Utility Comrs. (1952) — NJ —, 95 
PUR NS 467, 89 A2d 26. 


Respondent has participated in the 
unprecedented growth of electric util- 
ities over the past few years. In 1947, 
its balance sheet showed a net plant 
investment of $4,637,054. As of Oc- 
tober 31, 1951, this figure had become 
$12,726,683, an increase of 174.4 per 


cent. The major cause of this im- 
pressive increase in investment was the 
installation of the new Kendall gen- 
erating station at a cost of $7,923,790. 
Prior to the erection of these new 
facilities in 1948, the company had 
purchased about 55 per cent of its total 
requirements from Boston Edison 
Company at a cost of 1.099 cents per 
kilowatt hour. In 1951, it purchased 
only about 184 per cent of its require- 
ments at an average cost of about 1.- 
2044 cents. The average cost of pro- 


[6] 81 


duction in the new station was .574 
cents in 1951. In 1948, respondent’s 
generating facilities had a name-plate 
capacity of 25,800 kilowatts. In 1951, 
its rated capacity was 59,750 kilowatts. 

Respondent was forced to build the 
Kendall Square station by the con- 
stantly increasing pressure which its 
requirements were placing upon Bos- 
ton Edison Company, its supplier. Its 
demands had reached the point where 
in renegotiating its purchase contract, 
it had to face demands from the sup- 
plier for a price adequate to make 
it economical for the supplier to invest 
money in new generating facilities 
in order to meet the requirements 
of the contract. It is natural for 
us at this point to remind ourselves 
of the difficulties with which we are 
familiar which Boston Edison has 
been experiencing in keeping ahead 
of its own requirements. When faced 
with this situation, respondent quite 
properly determined to install its own 
base load generating facilities, which 
it could do most efficiently. It now 
has two such generating units in op- 
eration at Kendall Square, each sup- 
plied with its own boiler. Respondent 
estimates that the firm capacity so re- 
sulting will be exhausted by 1954, and 
that it must install an additional boiler 
at Kendall Square at that time, at an 
estimated cost of $3,065,000. It esti- 
mates that it will realize an annual 
saving in operating expenses in 1955, 
due to this expansion, of about $226,- 
000. There is some doubt in our 
minds as to the economic justification 
of this installation on these figures, 
but we consider this speculation as im- 
pinging upon the duties and responsi- 
bilities of management. Furthermore, 
it is clear that respondent’s then situa- 
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tion will require this installation in 
order to maintain its firm capacity at 
a safe level, regardless of expense. At 
any rate, apparatus of this nature is 
not put in place overnight, and re- 
spondent must know now whether it is 
going to be able to finance such (for 
it) major capital accretions. This is 
particularly true when it is considered 


Operating revenues 
Operating expenses—depreciation 


Net operating revenues . 
Uncollectible revenues 
Taxes—Federal income 


Net operating income 
Nonoperating income 


Gross income 


Interest and other deductions ................. 


Net income 
Credit—consol. income tax return 
Net income to profit & loss 


Respondent has furnished us with a 
statement of its actual results for the 
twelve months ending May 31, 1952, 
adjusted to reflect current wage, fuel, 
and other costs. It seems to us that an 
analysis of this nature is particularly 
significant in a rate proceeding, since 
it applies to known operating results, 
known factors of costs, and ends up in 
a pro forma which is as little influenced 
by unknown or estimated factors as is 
possible in dealing with future events. 

[4] Among the adjustments con- 
tained in this statement is a provision 
for depreciation accruals at the rate of 
3 per cent in place of the 2.75 per cent 
currently being accrued. The higher 
rate is that allowed under Federal tax 
regulations. The arithmetical aver- 
age of respondent’s percentage accruals 
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that respondent contemplates other 
substantial additions to its plant, so 
that at December 31, 1954, its net plant 
account will amount to $17,173,226. 

We have comparative actual income 
statements for respondent on a num- 
ber of bases. Twelve months’ state- 
ments for periods ending on the dates 
shown are as follows: 


12 months ending 
May 31,1951 Dec. 31,1951 May 31, 1952 
$5,304,698 $5,750,833 $6,017,769 
405,814 450,336 467,526 
3,206,844 3,448,954 3,635,429 
3,612,658 3,899,290 4,102,955 


$1,692,040 
2,400 
447,827 
24,587 


$617,225 
43,314 


$660,539 
96,449 


$564,090 
90,286 
654,376 








$1,851,543 
2,400 
528,125 
672,528 


$648,490 
23,387 


$671,877 
105,346 


$566,531 
112,872 
679,403 


$1,914,814 
2,400 


692'809 


$662,242 
19,919 


$682,161 
102,205 


$579,956 
111,758 
691,714 

















for the years 1945 to 1951, inclusive, is 
3.12 per cent. As a matter of general 
principle, which we have propounded 
from time to time, so long as there is 
what we consider to be an adequate 
provision for depreciation, we are not 
inclined to question the determination 
of the management in this respect, and 
we are willing to concede that the pro- 
posed increase in depreciation rates 
may be justifiable. 

Another major adjustment in the 
figures before us is based on the con- 
tract between respondent and Boston 
Edison for purchase of power. Effec- 
tive October 1, 1952, the rates under 
this contract will be substantially 
greater than they have been. On a 
pro forma basis, this increase is in the 
order of $190,000 a year. Respond- 
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ent’s engineers estimate, however, that 
operating procedures can be rear- 
ranged in such manner as to reduce 
this increment to about $130,000. It 
is quite apparent that, if we are to ap- 
prove rates for any substantial future 
period, we must take this increased 
cost into consideration. 

[5] After making the numerous 
corrections we have referred to in its 
earnings statement as of May 31, 1952, 
respondent shows an adjusted income 
balance transferable to profit and loss 
of $481,661, after consolidated tax 
return credit. Before interest, this 
amounts to $595,865. This includes 
about $4,500 net revenue from Mis- 
cellaneous Physical Properties which 
are not properly included in utility 
plant and which are not a part of the 
rate base we have found. Accordingly, 
the adjusted net income before interest 
but after taxes should be stated at 
$591,365. Such gross income would 


amount to about 4.45 per cent on the 
rate base which we have found. If 


respondent’s revenues for the 12- 
month period, ending May 31, 1952, 
are modified to include the increases 
resulting from the instant proposal, it 
would show gross revenues after the 
adjustments we have described of 
$914,389, representing a return on 
such rate base of 6.87 per cent. 
Respondent and its associated com- 
panies have stoutly and consistently 
maintained, in this and other cases, 
that the credit resulting from the use 
by their parent of a consolidated in- 
come tax return should not be consid- 
ered in computing subsidiary net in- 
come for rate or any other purposes. 
There is, of course, something to be 
said for this approach, since the 
amount of such credit in one operating 


unit depends to some extent upon 
fluctuations in earnings in the other 
units. However, substantially all the 
New England Gas properties are utili- 
ties, and substantially all of them are 
companies operating under our juris- 
diction. It seems to us that we are en- 
titled to look to the actual results of 
these operations, and not close our 
eyes to realities. The holding com- 
pany does not operate anything. It 
performs certain very useful functions, 
and it is a convenient device for in- 
tegrating the operations of a number 
of corporations. But the theory of the 
consolidated return credit is that these 
corporations are under common own- 
ership and could possibly merge into a 
single operating unit, and hence they 
should be taxed as though such merg- 
er had been accomplished. The subsidi- 
ary debt ratio is, as we will have occa- 
sion to note again later, considered 
only from a system standpoint on a 
consolidated balance sheet basis. Tax- 
wise, it would make a very substantial 
difference if respondent had a different 
debt ratio. If respondent’s holding 
company and its associates chose to 
merge, which doubtless would be 
impracticable and probably even un- 
desirable, the consumers in_ the 
areas involved would jointly fall heir 
to this tax saving in a rate pro- 
ceeding. We do not wish to deter- 
mine whether such mergers should 
or should not be undertaken. We 
have approved a good many of them 
from time to time—some of them, 
indeed, within the New England Gas 
System itself. It seems to us that, if 
the holding company, for its own pur- 
poses, wishes to maintain the separate 
corporate identities of its subsidiaries, 
the convenience of so doing should not 
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carry with it the additional windfall 
of the tax return credit. The ratepay- 
ers in Massachusetts are furnishing the 
funds for the operations of this system 
—a fact which seems to be overlooked 
on appropriate occasion—and we do 
not intend to omit consideration of this 
or any other source of operating 
economy in protecting their interests. 
Accordingly, until we are otherwise 
instructed by the courts, we intend to 
continue to compute the earnings of 
this and any other constituent com- 
panies on their position after consoli- 
dated tax return credit. This position 
is consistent with the rules of the Se- 
curities and Exchange Commission un- 
der the Public Utility Holding Com- 
pany Act, which established the meth- 
od respondent follows in computing its 
consolidated return credit. The New 
Jersey supreme court has recently con- 
sidered this very point in the New 
Jersey Power and Light Company 
Case (1952) — NJ —, 95 PUR NS 
467, 89 A2d 26, and has come to the 
same conclusion. We therefore find 
that respondent’s net income for the 
various periods is as indicated in the 
foregoing income statements. 

[6] Respondent forecasts its net 
earnings for 1952 at $552,678 on the 
basis of present rates, and for future 
years as follows: 1953, $394,248; 
1954, $285,025 ; 1955, $199,134. The 
figures for the years after 1952 were 
arrived at by projecting costs on the 
basis of past trends. In other words, 
respondent assumed that, because the 
price of oil has risen very materially 
in the past, it will continue to rise in 
the future. That may be true, and 
there is certainly nothing in recent his- 
tory which would lead to a contrary 
conclusion. Nevertheless, we feel that 
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estimates of this nature should be de- 
veloped on present-day actual costs 
without trending them for future years, 
Chairman Buchanan of the Federal 
Power Commission has stated our feel- 
ing in this matter in 49 Public Utili- 
ties Fortnightly, 750, 755, where he 
said: ‘When experience of the re- 
cent past, adjusted for known events, 
is departed from and estimates of the 
future are substituted in its place, we 
leave the solid ground of fact to enter 
a realm of speculation.” Rate making 
may not be an exact science, but it 
is as exact as we can make it. Rates 
are made, as we see it, for the future 
on the basis of what we know today. 
It is reasonable to estimate future use 
of current, for example, because the 
factors which influence such growth 
are well known to respondent. We 
have grave doubt that the factors which 
govern the rise and fall of prices are 
equally well known to it. If its pessi- 
mistic crystal gazing is accurate, it may 
come in later for rates based on such 
costs. For our present purposes we 
shall have to assume a static price 
level. 

[7, 8] Respondent’s actual debt 
ratio is about 20 per cent. We pointed 
out in Re Western Massachusetts Elec- 
tric Co., D.P.U. 9658, that it is un- 
realistic to pay more than casual at- 
tention to the debt ratio of the oper- 
ating company when it is one of a 
number of utilities which are mem- 
bers of a holding company system. 
Such treatment would put a premium 
on issuance of equity securities alone 
by the subsidiary, to the great detri- 
ment of the consuming public. See 
Re New Jersey Bell Teleph. Co. (NJ 
1949) 80 PUR NS 97. Financing of 
the subsidiary companies of this, or 














~~ ae | 








RE CAMBRIDGE ELECTRIC LIGHT CO. 


any holding company system, is usual- 
ly accomplished by the sale of equity 
securities to the parent and of long- 
term debt to outside investors. The 
holding company, in turn, sells its 
equity securities to the public, plus 
such debt as it can float on reasonable 
terms. The more debt securities that 
are issued by the subsidiaries, the less 
debt can be issued by the parent, since 
the purchasers of the latter securities 
look to the consolidated balance sheet 
of the system. For this reason, it 
seems to us proper to consider the sit- 
uation of the system in determining 
what debt ratio we should use in com- 
puting the earnings which we must 
permit respondent to realize. 

The consolidated balance sheet of 
New England Gas and Electric Com- 
pany and its subsidiaries at December 
31, 1951, shows long-term debt ag- 
gregating $51,782,500 out of total 
capitalization of $83,934,584, or a debt 
ratio of about 61.7 per cent. Due to 
the presence of $6,946,700 of pre- 
ferred stock, the common stock equity 
represents only about 30.1 per cent of 
total capitalization. It seems clear to 
us from these facts, that the reluctance 
of respondent’s management to con- 
template a more substantial debt ratio 
is based more on a desire to show fa- 
vorable operating results to the parent 
company than upon any tendency to- 
ward conservative financing. 

An analysis of the 58 debt security 
issues floated by corporations through- 
out the United States since January 1, 
1948, which corporations have oper- 
ating revenues of $1,250,000 to $20,- 
000,000 more than 80 per cent of 
which is derived from sale of elec- 
tricity, shows that 38 such balance 
sheets had a pro forma debt ratio 


in excess of 50 per cent and 52 showed 
a ratio in excess of 45 per cent. Inci- 
dentally, three of the other six issues 
were sold by companies under our ju- 
risdiction. The arithmetical mean of 
all such debt ratios is about 50.6 per 
cent. Ratios of 55 or 60 per cent 
are not uncommon among electric com- 
panies, and the presence of such a high 
ratio does not seem to have much bear- 
ing upon the investors’ ratings of their 
debt securities. We conclude that a 
debt ratio of 50 per cent represents a 
fair allocation of respondent’s capital, 
when we insulate it as much as possi- 
ble from its position in the holding 
company system. As we stated in 
the Western Massachusetts Case, 
supra, the fact that we have previous- 
ly approved the issuance of securities 
designed to result in another and en- 
tirely different debt 1atio has no bear- 
ing on the present inquiry. We would 
have had authority to require the re- 
spondent to adopt a different policy at 
the time of such applications (Lowell 
Gas Light Co. v. Department of Pub- 
lic Utilities [1946] 319 Mass 46, 62 
PUR NS 238, 64 NE2d 640; Re 
Old Colony Gas Co. [1952] 93 PUR 
NS 113), but we are not convinced 
that an order approving the issue as re- 
quested by the utility estops us subse- 
quently from determining that some 
other ratio is proper. 

[9] Assuming this debt ratio, then, 
it is necessary for us to find what 
earnings respondent must be permitted 
to show in order to attract new capital 
and insure the financial stability of the 
enterprise. Hope Nat. Gas Co. v. 
Federal Power Commission (1944) 
320 US 591, 88 L ed 333,51 PUR NS 
193, 64 S Ct 281. Respondent’s ex- 


pert was of the opinion that interest 
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rates at the December, 1951, level on 
respondent’s debt on a 50 per cent ratio 
would be 3.25 per cent. Allowing .08 
per cent for amortizable expenses, this 
would mean an eventual cost of addi- 
tional debt capital of 3.33 per cent, 
which seems reasonable. Combining 
the present 20 per cent of debt at 2.875 
per cent and the balance of 30 per 
cent at the rate of 3.33 per cent leaves 
a composite rate for debt securities of 
3.15 per cent, which we find to be a 
proper figure for such use. 
Respondent’s expert further indicat- 
ed that for a company having the risk 
characteristics of respondent, and at a 
50 per cent debt ratio, the ratio of 
earnings to price should be 8.13 per 
cent or, in other words, it must earn 
this amount to keep its stock worth par 
or better. It will be noted that this is 
an earnings-price ratio, which includes 
amounts retained to surplus after divi- 
dends. At this point, however, we are 
obliged to leave him temporarily when 
he adds about 14 per cent for cost of 
financing. Under the circumstances in 
which respondent finds itself, we do 
not agree that its expense of flotation 
of a common stock offering is to be 
judged by that experienced by an in- 
dependent operating company. It oc- 
curs to us that this is another point 
where we cannot close our eyes to the 
fact that respondent has not for many 
years sold any of its stock to the public, 
and we do not know what the actual 
properly allocable expense of such an 
issue would be to the parent. We find 
that the cost of equity capital to re- 
spondent on a proper debt ratio is not 
more than 8.5 per cent. Accordingly, 
we find the composite cost of capital 
to respondent under a proper debt 
structure would be not less than 5.825 
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per cent, and that respondent must be 
allowed to realize a return of this 
amount on its investment in order to 
enable it to maintain its credit and 
attract new capital. On the rate base 
we have found, this would require net 
revenues before interest of $774,500. 
It is apparent that respondent must 
have an increase in its earnings avail- 
able for interest and dividends of about 
$183,000 in order to meet this re- 
quirement. Before taxes, this figure 
comes to about $401,000, which is 
about $164,000 less than respondent 
is seeking to realize by its proposed 
schedules. 

Two special contracts appear in evi- 
dence under which respondent deliv- 
ers substantial quantities of electricity, 
and neither of which are, in our opin- 
ion, just and reasonable. 

Respondent furnishes current to the 
municipal plant of the town of Belmont 
under a special contract which was last 
revised on March 1, 1950. It is for 
a term of five years, but, since it is one 
of a series of such contracts, which 
have been effective more than three 
years, is reviewable at any time by the 
Department, Gen Laws, Chap 164, 
§94. Deliveries under this and the 
preceding contract have been as fol- 
lows: 


Revenue 


Per 
Total Kw. Hr. 
$286,709  $.0147 
314,318 0155 
317,919 0139 
347,483 


Sales 
(kw. hr.) 
19,440,000 
20,361,600 
22,771,200 
......+ 25,248,000 


0137 


It is reasonable to suppose that the 
load curve in Belmont bears a marked 
resemblance to the residential curve in 
Cambridge, since Belmont is almost 
exclusively a residential area. A com- 
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parison of the Belmont load curve with 
the system curve indicates that Bel- 
mont contributes at least to some ex- 
tent to the system peaks. Consequent- 
ly, there appears to be little advantage 
to respondent in this contract so far as 
load is concerned. The production cost 
of electricity at respondent’s Black- 
stone street plant in 1951 was 1.182 
cents per kilowatt hour, and respond- 
ent was, as we have pointed out, pur- 
chasing from Edison last year at an 
average price of 1.2044 cents. Neither 
of these prices has any weighting for 
carrying charges on plant and equip- 
ment or for profit. Respondent’s con- 
tract for the purchase of power from 
Edison, effective October 1, 1952, calls 
for payment by it for such power at 
Edison’s Rate M. If the town of Bel- 


mont had taken current from Edison 
under Rate M in 1951, it would have 
paid for such current at an average of 


1.56 cents per kilowatt hour. We do 
not believe that respondent can sell 
current to Belmont at the present con- 
tract price and make a reasonable 
profit. 

Respondent also has a street light- 
ing contract with the city of Cam- 
bridge. It is dated January 15, 1946, 
and runs to January 15, 1951, and 
thereafter from year to year until ter- 
minated by notice. It has not been 
reviewed or revised since 1946. In 
1951 respondent sold 4,705,024 kilo- 
watt hours under this contract and re- 
ceived total revenue of $127,172.43 or 
at an average of 2.703 cents per kilo- 
watt hour. It furnishes street lighting 
service to the Metropolitan District 
Commission under a contract which 
netted it an average of 6.3 cents per 
kilowatt hour in 1951. We are aware 
that this is not the most accurate meas- 


ure of street lighting rates, but we 
still feel that the disparity is significant. 
Respondent is required by the con- 
tract with the city to furnish and main- 
tain at its own expense all lamps, poles, 
standards, brackets, and other appara- 
tus used in this connection. It had 
an investment of $270,094 in street 
lighting equipment as of December 31, 
1951, and, in addition, had installed 
underground conduit applicable to this 
service in the amount of $171,432. It 
contemplates adding a net of $26,000 
to its investment in these facilities dur- 
ing 1952 and $32,000 more during 
1953. It estimates that about 80 per 
cent of this investment has been made 
for the city of Cambridge. Mainte- 
nance and similar expense directly at- 
tributable to street lighting in Cam- 
bridge for 1951 was stated by respond- 
ent at a total of $31,290. 

[10] As we have previously pointed 
out, a municipal government is to be 
considered strictly as a customer of the 
electric utility. The fact that the tax- 
payers upon whom the burden of mu- 
nicipal costs fall are in large measure 
also individual customers of the util- 
ity does not permit the utility to fur- 
nish service to the municipality except 
at fair and reasonable rates which will 
give the utility a fair return on the 
property devoted to such use. Re 
Mayor of Springfield, D.P.U. 6368; 
Re Boston Edison Co. (1951) 90 
PUR NS 79. After subtracting from 
street lighting revenue, the average 
revenue for all other sales and debiting 
against such figure the book cost of 
maintenance of street lighting equip- 
ment, respondent shows a balance of 
$8,185 which it apparently claims to 
be promt under this schedule. But, in 
doing so, it ignores the fact that it 
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has an aggregate of $353,221 invested 
in such special equipment for Cam- 
bridge alone. Respondent is generally 
adequately eager to see that it has a 
full return on its investment, and it 
is very clear that $8,185 is far from 
enough to cover depreciation, taxes, 
and return on the amount so invested 
for the use of this particular cus- 
tomer. 

There insufficient evidence in 
this record for us to order any modi- 
fication in these contracts, assuming 
we have that power and would be 
willing to exercise it. However, it is 
apparent to us that respondent has not 
reviewed its position with these con- 
tracts in mind to see if it could avoid 
a general rate increase at this time. 
We believe we are justified by this fact 
in holding respondent to a bare mini- 
mum of earnings. It may renegotiate 
both of these agreements and we be- 
lieve it can thus easily and materially 
improve its financial situation. 

We are ordering certain changes to 


is 


be made in the schedules filed by re- 
spondent. These changes are designed 
to produce additional gross annual 
revenues to respondent in the amount 
of about $401,000. This result does 
not take into consideration any result- 
ant increase in consolidated return 
credit. On the other hand, respondent 
will have some additional expense for 
local taxes under the announced tax 
rate. See Re New England Teleph. & 
Teleg. Co. (1952) 96 PUR NS post, 
These items should roughly offset 
each other. We find that respondent’s 
net revenues after such increase will be 
adequate to enable it to realize a fair 
return upon its invested funds and that 
such return will be sufficient to attract 
new capital and maintain its credit po- 
sition. 

Respondent has filed four requests 
for rulings with the usual waiver of 
the time limitations of §5 of Gen 
Laws, Chap 25. We grant its requests 
Nos. 2 and 3. We deny its requests 
Nos. 1 and 4. 
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Re Iowa Electric Light & Power 
Company 


Application No. 11982, Decision No. 39531 
October 20, 1952 


AT 


PLICATION by gas company for authority to furnish com- 
mercial and residential service from high-pressure lines 


owned and operated by a transmission company; granted. 


Service, § 295 — Ownership of equipment — Gas service from high-pressure lines. 
1. A gas company being authorized to furnish commercial and residential 
service from a high-pressure transmission line should provide, install, main- 
tain, and own all the equipment necessary for this service, p. 90. 
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Rates, § 260 — Surcharges — Gas service from high-pressure lines. 
2. A gas company being authorized to furnish residential and commercial 
service from a high-pressure transmission line should be permitted to file 
a surcharge on its rate, subject to appropriate conditions, when the company 
is required to own and provide all equipment necessary for this service, 


p. 90. 


APPEARANCES: Paul C. Lennartz, 
Sterling, for applicant; W. Geo. Den- 
ny, Jr., Denver, and J. M. McNulty, 
Denver, for the Commission. 


By the Commission: On August 
27, 1952, the Iowa Electric Light and 
Power Company, by its attorney, filed 
an application with this Commission 
for a certificate of public convenience 
and necessity to render gas service in 
the territory extending one mile on 
each side of, and in a radius of one 
mile from, the ends of the high-pres- 
sure gas lines owned and operated by 
Natural Gas Producers, Inc., said ap- 
plication to be an extension of, or a 
clarification of, a certificate heretofore 
granted to applicant by the Commis- 
sion. 

The matter was set for hearing, and 
heard, on October 10, 1952, at ten 
o'clock A.M., in the Commission’s 
hearing room, 330 State Office build- 
ing, Denver, Colorado, after due no- 
tice to all interested parties, and then 
taken under advisement. 

Iowa Electric Light and Power 
Company, applicant herein, is a cor- 
poration duly organized and existing 
under and by virtue of the laws of the 
state of lowa, and is qualified to trans- 
act business in the state of Colorado. 
A copy of the certificate of incorpora- 
tion of applicant, together with all 
amendments thereto, has heretofore 
been filed with this Commission in Ap- 
plication No. 11268, August 7, 1951. 

Applicant is a public utility as de- 


fined in § 3, Chap 137, 1935 Colorado 
Statutes Annotated, and is now ren- 
dering gas service in the “home-rule” 
city of Sterling and in the territory 
adjacent and contiguous to said city. 
Applicant has been rendering service 
outside the city of Sterling under a 
certificate issued by this Commission 
to a predecessor company in Applica- 
tion No. 11267, August 6, 1951, which 
certificate applicant obtained after a 
merger with the predecessor company 
as the surviving company, all duly au- 
thorized by this Commission. By the 
instant application, the Iowa Electric 
Light and Power Company seeks an 
extension to render gas service to resi- 
dential and commercial customers 
which it proposes to serve from the 
high-pressure pipelines owned and op- 
erated by Natural Gas Producers, Inc., 
in Logan county, Colorado. 

Natural Gas Producers is the hold- 
er of a certificate from this Commis- 
sion which was obtained in Applica- 
tion No. 11228, August 8, 1951, 
authorizing the construction and oper- 
ation of a natural gas transmission sys- 
tem in the counties of Logan and Mor- 
gan, Colorado, for delivery and sale of 
natural gas. Iowa obtains its gas from 
Natural Gas Producers, distributing 
said gas in Sterling and in the terri- 
tory adjacent and contiguous thereto. 
The northern terminus of the 8-inch 
gas line owned by Natural Gas that 
supplies the city of Sterling is located 
approximately on the northern section 
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line of Sections 25 and 26, Township 
11—North, Range 53—West, and the 
gas line extends from said section line 
in a southerly direction approximately 
18 miles to the northeast quarter of 
Section 25, Township 8—North, Range 
53—West, and thence easterly approxi- 
mately 1} miles to the city of Sterling. 
Natural Gas Producers also has a lat- 
eral 2-inch high-pressure gas line to 
serve an alfalfa mill that takes off from 
the 8-inch line previously mentioned in 
the southwest corner of Section 25, 
Township 9-North, Range 53—West, 
and extending approximately 6 miles 
easterly to the southeast corner of Sec- 
tion 26, Township 9-North, Range 
52—West. The location of the above- 


described gas lines is more clearly 
shown on a map introduced by appli- 
cant at the hearing as Exhibit “A.” 
Applicant herein proposes to render 
gas service from the pipelines above 


described for residential and commer- 
cial uses and has obtained the consent 
of Natural Gas Producers for the ren- 
dering of this service. The area to be 
served from said pipelines will be with- 
in a radius of one mile from the begin- 
ning and ending of said pipelines and 
that area included within the territory 
extending one mile on each side of said 
pipelines and excepting therefrom the 
city of Sterling. 

By the certificate obtained in Appli- 
cation No. 11268, Iowa Electric took 
over from Central States Electric, its 
predecessor, and as the successor com- 
pany was authorized by this Commis- 
sion to render gas service in the area 
adjacent and contiguous to the city of 
Sterling. Applicant was authorized to 
render gas service for residential, com- 
mercial, and industrial uses in said 
area. In the application now before 
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the Commission, applicant desires to 
render only residential and commercial 
service in the area within one mile of 
the pipelines but desires to retain the 
industrial service heretofore granted 
in the area contiguous to Sterling in 
its previous certificate. At the hear- 
ing, applicant requested that if the 
Commission granted the instant appli- 
cation, that it be consolidated with the 
certificate now held by applicant. 

[1, 2] Witness for applicant at the 
hearing testified that the company has 
had numerous requests for gas service 
in the area adjacent to the pipelines 
owned by Natural Gas Producers, par- 
ticularly, since many of the property 
owners permitted rights of way for the 
pipeline with the hope that they would 
eventually obtain natural gas. Natu- 
ral Gas Producers, Inc., is primarily 
a transmission company and does not 
desire to render residential and com- 
mercial service from its transmission 
line but it will render service to indus- 
trial customers from its lines. An es- 
timate was made by the witness that 
there would be approximately two cus- 
tomers per mile wanting service along 
the pipelines. In order to render this 
service, it will be necessary to set three 
regulators—two of which will be locat- 
ed on the pipeline to reduce the pres- 
sure to approximately 5 pounds, at 
which pressure it will be distributed 
to a third regulator on the customer’s 
property, which will make the final step 
in the pressure reduction for service. 

The company proposes to charge the 
customer for the cost of the two regu- 
lators necessary to reduce the pressure 
from transmission to distribution level, 
the company to provide and own the 
third regulator which is placed just 
ahead of the company-owned meter. 
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RE IOWA ELECTRIC LIGHT & POWER CO. 


The Commission has had the prob- 
lem of service from a high-pressure 
gas transmission line before it on a 
previous occasion, and realizes that un- 
der certain conditions there is an extra 
cost to the company to render this type 
of service. If, however, the company 
owns all the equipment necessary to 
render gas service, the question of 
maintenance and replacement is taken 
care of and no question need arise in 
the future over ownership in the event 
a rate base has to be determined. 

We believe, therefore, that rather 
than have the customer buy and own 
certain equipment the company should 
provide, install, maintain, and own all 
the equipment necessary for this serv- 
ice. The company should be permit- 
ted, however, to file a surcharge on its 
rate to apply under certain specified 
conditions’ for the rendering of gas 
service from high-pressure gas trans- 
mission lines. Accordingly, we shall 
order that the company own and pro- 
vide all the equipment, but that it be 
permitted to file a rate with a sur- 
charge subject to our approval. 

There is no other public utility ren- 
dering gas service in the area other 
than Natural Gas Producers, and they 
have filed their consent to the instant 
application, said consent having been 
introduced as Exhibit “B” at the hear- 
ing, and, by reference, made a part 
hereof. The county commissioners of 
Logan county have urged that the in- 
stant application be granted, and have 
so stated in writing to the Iowa Elec- 
tric Light and Power Company by let- 
ter dated October 8, 1952, and this let- 
ter was filed at the hearing as Exhibit 
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No one appeared at the hearing in 


opposition to the granting of the au- 
thority sought. 

The Commission finds: 

That the above statement, by refer- 
ence, should be made a part hereof. 

That the request of applicant for the 
consolidation of the certificate now 
held by virtue of Application No. 
11268, with authority requested here- 
in, should be granted. 

That applicant shall provide and 
own all the equipment, materials, and 
regulators necessary to render gas 
service to its customers. 

That applicant should be permitted 
to file a surcharge in the rate under 
which it proposes to render gas service 
from high-pressure gas transmission 
lines, to be applicable under certain 
specified conditions, the rate as filed to 
be subject to our final approval. 

That public convenience and neces- 
sity require the granting of the author- 
ity sought. 


ORDER 


The Commission orders: 

That public convenience and neces- 
sity require, and will require, the fur- 
nishing of gas for heat, power, and 
other purposes in the territory extend- 
ing one mile on each side of, and in a 
radius of one mile from the ends of, 
the 8-inch high-pressure line and 2- 
inch extension thereof, now owned and 
operated by Natural Gas Producers, 
Inc., in Logan county, Colorado, as 
more fully shown on Exhibit “A,” 
which exhibit, by reference, is made a 
part hereof, for residential and com- 
mercial uses only, and for the render- 
ing of gas service for residential, 
commercial, and industrial uses in the 
suburban territory, tributary, and ad- 
jacent to the city of Sterling by the 
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Iowa Electric Light and Power Com- 
pany, and this order shall be taken, 
deemed, and held to be a certificate of 
public convenience and necessity there- 
for. 

That applicant shall continue to 
odorize all gas in its distribution mains 
supplying gas in the suburban terri- 
tory, tributary and adjacent to the city 
of Sterling supplied by the extension 
of the distribution system from said 
city. 

That applicant shall, at least ten 
days before any gas is sold to custom- 
ers from the high-pressure gas trans- 
mission lines owned by Natural Gas 
Producers, Inc., file with the Commis- 
sion its rate schedules, rules, and reg- 
ulations under which it proposes to 
render said gas service. 


That the rate to be filed by applicant 
may contain a surcharge to apply un- 
der certain specified conditions for the 
rendering of gas service from the high- 
pressure gas transmission lines owned 
by Natural Gas Producers, Inc., locat- 
ed in Logan county, Colorado, said 
surcharge and conditions to be ap- 
proved by the Commission by accept- 
ance of said rate when filed. 

That applicant shall continue to keep 
its books and accounts in accordance 
with the Uniform System of Accounts 
for Gas Utilities, and all its practices 
as to meter testing, records of meters, 
complaints, customers’ deposits, and 
operation shall be in compliance with 
the requirements of this Commission. 

That this order shall become effec- 
tive twenty-one days from date. 





CIVIL AERONAUTICS BOARD 


Re Island Air Ferries, Incorporated 


Docket No. 5083 
October 31, 1952 


PPLICATION by air ferry corporation for renewal of operat- 
A ing authority for the transportation of passengers and prop- 
erty; denied. 


Certificates of convenience and necessity, § 135 — Renewal — Air carriers — 


Financial qualifications. 


1. The Civil Aeronautics Board declined to renew the certificate of con- 
venience and necessity of an air ferry corporation on the ground that the 
applicant did not appear fit, willing, and able to render the proposed service 
because the record offered to the Commission indicated no likelihood of the 
corporation obtaining the financial resources required to operate the route, 


p. 93 


Certificates of convenience and necessity, § 77 — Qualifications of air carrier — 


Financing agreement. 


2. A “best efforts” agreement with a security corporation in which the cor- 
poration agrees to attempt to sell the common stock of an air carrier in order 
to finance the carrier’s operation is not in and of itself sufficient assurance 
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of the financial ability of the carrier to operate to permit the Civil Aeronautics 
Board to renew the carrier’s operating certificate, p. 93. 


Certificates of convenience and necessity, § 77 — Financial condition of carrier. 
3. An air carrier’s application for renewal of its certificate was denied for 
lack of financial backing where the only certain money available to the cor- 
poration would result from operating the concession at the air field where the 


carrier was based, p. 93. 


(LEE and Apams, Members, dissent.) 


APPEARANCES: Edward A. Silliere 
and Robert R. Cardany, for Island Air 
Ferries, Inc.; L. Welch Pogue and 
James Bell, for Metropolitan Air Com- 
muting, Inc.; John Carver, for Rob- 
inson Airlines Corporation; James M. 
Landis, John Marshall, and Kenneth 
Simon, for New York Airways, Inc. ; 
Ronald H. Cohen, Charles W. Singer, 
and Roland E. Ginsburg, for Bureau 
of Air Operations, Civil Aeronautics 
Board. 


By the Boarp: This proceeding in- 
volves the application of Island Air 
Ferries, Inc. (Island), for the renewal 
of its certificate of public convenience 
and necessity for route No. 89 author- 
izing it to engage in air transportation 
of persons and property, but not mail, 
for a period of three years, from its 
base at Islip, New York (MacArthur 
Field), to Rye Lake, New York, and 
to near-by points on Long Island and 
southern New England.’ Permission 
to intervene was granted to Metropoli- 
tan Air Commuting, Inc., Robinson 
Airlines Corporation (now Mohawk 
Airlines), and New York Airways, 
Inc. After due notice to the public 


and to all interested parties, a public 
hearing was held in Washington, 
D. C., before examiner Barron Fred- 
ricks, whose initial decision was 
served upon all parties on July 23, 
1952. The examiner found that the 
applicant was not fit, willing, and able 
to provide the service required by the 
authorization which it was seeking to 
have renewed. Exceptions to this re- 
port and a brief in support thereof 
have been filed by the applicant. Oral 
argument has been had and the case is 
now before us for decision. 

[1-3] After consideration of the 
entire record in the proceeding, we 
agree with the examiner’s conclusion 
that the applicant is not “fit, willing, 
and able.’”* We have decided to adopt 
as our own, except as modified herein, 
the findings, conclusions, and recom- 
mendations set forth in the initial deci- 
sion of the examiner, which is at- 
tached hereto as an appendix. [Omit- 
ted herein. ] 

Notwithstanding the examiner’s 
view that Island’s failure to inaugurate 
operations during the life of the cer- 
tificate indicates the applicant’s lack of 





1 The route description is as follows: 

1. Between the terminal point Rye Lake, 
N. Y., the intermediate points LaGuardia Field 
and Idlewild Airport, both in New York, N 
Y., Mineola, Islip, Westhampton, East Hamp- 
ton, Montauk, Southold, and Fisher’s Island, 
= Y., and the terminal point New London, 

onn., 


2. Between the terminal point Islip, N. Y., 
the intermediate point Bridgeport, Conn., and 
the terminal point New Haven, Conn. 

2Since the examiner was unable to find 
the applicant fit, willing, and able to render 
the service, he properly found no need to pass 
upon the question as to whether there is a 
present need for air service over the route. 
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fitness, willingness, and ability,> we 
feel it appropriate to note particularly 
the applicant’s precarious financial 
status. On the record before us we 
can see no likelihood of Island obtain- 
ing the financial resources required to 
operate the route. 

The applicant’s balance sheet of De- 
cember 31, 1951, is far from healthy. 
Current assets and current liabilities 
each total about $18,000—a one-to- 
one ratio. Moreover, the current 
assets consist of cash and accounts re- 
ceivable in the amount of approxi- 
mately $12,000, plus inventories (ma- 
terials, supplies, fuel, oil, etc.) of over 
$5,000. The greater portion of the 
current liabilities involves one item: 
accounts payable, totaling $16,193.93. 
Thus, the accounts payable substan- 
tially exceed the total of the carrier’s 
cash and accounts receivable. 


As the examiner has pointed out, 
the balance sheet includes among the 
company resources such “assets” as 
capital stock expense and deferred air 
freight development expense. When 
these are excluded, the company’s actu- 
al net worth is less than $6,000. Con- 
tinued existence as any kind of entity 
would present difficulties. To embark 
on a program of scheduled air trans- 
portation of persons and property 
without additional money would be 
impossible. We turn, therefore, to the 
company’s plans for obtaining addi- 
tional funds. 


It is anticipated that new money 
will be obtained through a “best ef- 
forts” agreement with the Hunter Se- 
curities Corporation, which has agreed 
to attempt to sell 284,000 shares of 
applicant’s common stock at one dol- 
lar a share, 20 cents of which is to be 
retained by the securities company. 
For each five shares so sold, the securi- 
ties company is also to receive a war- 
rant permitting it to purchase at $1.25 
per share, one additional share of stock 
at any time before June 1, 1956. This 
arrangement does not seem to us to 
offer such assurance of funds as will 
permit us to find the applicant finan- 
cially fit. It is true that in the New 
York City Area Helicopter Case, 
Docket No. 946, et al., decided Decem- 
ber 3, 1951,* a “best efforts” agree- 
ment constituted part of the financing 
plan of New York Airways, Inc. But 
that company also had firm commit- 
ments assuring new money from other 
sources aside and apart from the best 
efforts agreement. The record in that 
case also indicated the possible use of 
equipment loans if such were needed. 
The record before us is devoid of such 
assurances. The only certain money 
available is the profit that results from 
operating the concession at MacArthur 
Field.® 
cient to permit us to find financial fit- 
ness. 


Based on the foregoing, and all the 
facts of record, we find that the public 





3In finding that the applicant is not “fit, 
willing, and able,” the examiner stated that 
the applicant’s failure “to inaugurate the ex- 
perimental service that its certificate obligated 
it to provide is sufficient to demonstrate the 
applicant’s lack of fitness, willingness, and 
ability to provide that service and to require 
denial of the requested renewal.” While the 
failure to inaugurate the experimental service 
is a significant fact bearing on the applicant’s 
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fitness, willingness, and ability, that alone 
would not require a finding of unfitness. 

4 Order Serial No. E-5908. 

5In the calendar year 1951 the company 
reports a profit of $4,102.18, from all opera- 
tions. The gross revenue for that year was 
$22,222.22, of which only $7,559.89 is reported 
as deriving from “Nonscheduled transport 
service.” The remaining revenue results from 
operation of the concession and miscellaneous 
activity. 





Such prospects are not suffi- - 
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RE ISLAND AIR FERRIES, INC. 


convenience and necessity do not re- 
quire the renewal of the certificate 
held by Island Air Ferries, Inc., for 
route No. 89.° 

An appropriate order will be en- 
tered. 

Nyrop, Chairman, Ryan, Vice 
Chairman, and Gurney, Member of 
the Board, concurred in the above 
opinion. Lee and Adams, Members, 
filed the attached dissenting opinion. 


Lee and Apams, Members, dissent- 
ing: We dissent from the majority’s 
refusal to renew the temporary certifi- 
cate of public convenience and neces- 
sity of Island Air Ferries, Inc., for 
route No. 89 because we believe that 
since the carrier does not have mail 
pay it should be given a longer experi- 


mental and developmental period, par- 
ticularly in view of its present cargo 
services being performed in the public 
interest. 


ORDER 


A full public hearing having been 
held in the above-entitled proceeding, 
and the Board, upon consideration of 
the record, having issued its opinion 
containing its findings, conclusions, 
and decision, which is attached hereto 
and made a part hereof, 

It is ordered, That the application 
of Island Air Ferries, Inc., for renew- 
al of its temporary certificate of public 
convenience and necessity for route 
No. 89, be and it is hereby denied. 





6In view of our decision to deny the ap- 
plication herein, we need not pass upon the 
question whether the applicant’s certificate for 
route No. 89 has remained in effect by virtue 
of § 9(b) of the Administrative Procedure Act, 


and the filing of the renewal application. Nor 
need we consider whether the passenger fares 
proposed by applicant would be unjustly dis- 
criminatory. 





COLORADO SUPREME COURT 


City of Colorado Springs 


Vv. 


Public Utilities Commission et al. 


No. 16741 
— Colo —, 248 P2d 311 
September 8, 1952 


N BANC. 


E 


Writ or Error directed to lower court judgment 
holding municipal water plant extraterritorial service sub- 


ject to Commission jurisdiction; reversed and remanded with 
directions. For lower court decision, see (1950) 86 PUR NS 
57; for Commission decisions, see (1949) 81 PUR NS 129, 142. 


95 


96 PUR NS 





COLORADO SUPREME COURT 


Public utilities, § 57 — Municipal plant — Extraterritorial service. 

' A municipal water plant holding itself out to sell water for domestic uses 
indiscriminately to residents outside corporate limits, in an area described as 
the suburbs or fringe territory in areas close to its pipelines, is not a public 
utility subject to Commission jurisdiction as to such extraterritorial service, 


APPEARANCES: F. T. Henry, Louis 
Johnson, Colorado Springs, for plain- 
tiff in error; Duke W. Dunbar, Attor- 
ney General, H. Lawrence Hinkley, 
Deputy Attorney General, Ralph Sar- 
gent, Jr., Assistant Attorney General, 
for defendants in error. 


PER CuriIAM: This cause is pend- 
ing on a writ of error directed to a 
judgment of the district court rendered 
on September 11, 1950, 86 PUR NS 
57, in which the trial court determined 
that the city of Colorado Springs, a 
home-rule city, in furnishing water to 
customers outside its municipal bound- 
aries, is a public utility and subject to 
the jurisdiction of the Public Utilities 


Commission of Colorado. Subsequent 
thereto and on February 19, 1951, our 
court, by a unanimous decision to 
which no petition for rehearing was 
filed, in the case of Englewood v. Den- 
ver (1951) 123 Colo 290, 229 P2d 


667, determined that the city and coun- 
ty of Denver, in supplying water out- 
side of its corporate limits, under gen- 
erally similar circumstances as in the 
case at bar, was not a public utility and 
not subject to the jurisdiction of the 
Public Utilities Commission as to such 
service. It is our opinion that the de- 
cision in Englewood v. Denver, supra, 
is controlling in the present case in 
every respect. This view is shared by 
counsel for plaintiff in error as well as 
the attorney general, appearing for de- 
fendants in error, who has filed a con- 
fession of error and joins with counsel 
for plaintiff in error in his request for 
a reversal of the judgment. 
Accordingly, the judgment is re- 
versed and the cause remanded with 
directions to the trial court to dismiss 
the action and'remand the case to the 
Public Utilities Commission with in- 
structions that it dismiss the complaint. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Bell of Pennsylvania Will Spend 
$78,500,000 ‘This Year 
ore than $78,500,000 will be spent this 
year on expansion and improvements by 
the Bell Telephone Company of Pennsylvania, 
W. D. Gillen, president, announced recently. 
This is slightly more than the $77,843,000 ex- 
pended during 1952, which brought the post- 
war gross construction total above $450,000,000. 
The 1953 program includes central office 
additions sufficient to provide service for about 
135,700 new subscribers in addition to facili- 
ties to handle many million additional calls. 
Construction on thirty-three new buildings will 
be started this year while additions to existing 
buildings will be started in twenty-two loca- 
tions. Central office equipment additions are 
scheduled for 252 offices, compared with 161 in 
1952. 


H. K. Porter Company, Inc., 
Elects Vice President 
| wy KEMPER has been elected vice presi 
dent, H. K. Porter Company, Inc., Pitts- 
burgh, it was announced recently by T. M. 
I-vans, president. 

Mr. Kemper will continue in his present ca- 
pacity as general manager, Watson-Stillman 
Fittings Division of the Porter Company lo- 
cated at Roselle, New Jersey. All operating 
and sales activities of this division are under 
his supervision. 


Huerkamp Heads Street Light- 
ing Safety Bureau Committee 


| ogee neet C. HueRKAMP, manager of the ap- 
plication engineering department of the 
Westinghouse Electric Corporation’s Light- 
ing Division, has been named chairman of the 
executive committee of the National Street 
and Traffic Lighting Safety Bureau. 

The National Street and Traffic Lighting 
Safety Bureau carries on an extensive pro- 
gram of public information and promotional 
effort to alert the public regarding the exces- 
sive cost in human life, crime, and property 
damage that results from inadequate street 
lighting. 

Mr. Huerkamp, who has been associated 
with Westinghouse since 1928, has been a 
leader in the nation’s lighting industry for 
nearly 30 years. 


Ohio Power Plans 150-mile Line 


O-= Power Company, Canton, Ohio, has 
announced that it plans to start work at 
once on a $12,000,000 high voltage power line. 


The 330,000-volt transmission line will ex- 
tend 156 miles from a new generating station 
under construction north of Beverly, Morgan 
County, to a point near Lima. 

Eventually, this line will become a part of 
the high-voltage network linking a seven-state 
area served by the American Gas & Electric 
system, of which Ohio Power is a unit. 


A-C Bulletin 


( nee features of Allis-Chalmers 
supporting - adapter type, close - coupled 
general purpose pump in capacities to 2500 
gpm at heads to 550 feet are described and 
shown in a new bulletin released by the 
company. 

Compact and requiring a minimum of space, 
the pump is available in a choice of packing 
or mechanical seal, and in a choice of mate- 
rials, according to the bulletin. 

Copies of “Allis-Chalmers Close-Coupled 
Pumps,” 52B6083A, are available on request 
from Allis-Chalmers Manufacturing Com- 
pany, 965 S. 70th street, Milwaukee, Wisconsin. 


New Electrical Instrument 
Data Sheet 


A™ quick reference data sheet covering a 
complete line of electrical measuring in- 
struments is announced. This sheet lists 
models for insulation resistance, ground re- 
sistance, and high voltage testing plus other 
special purpose instruments. Copies may be 
obtained without charge from Associated Re- 
search, Incorporated, 3758 W. Belmont ave- 
nue, Chicago 18, Illinois. 


New Weed- Killer 


4 Eston CHEMICALS Division of Amer- 
ican Potash & Chemical Corporation in 
Los Angeles, has announced the immediate 
availability of a new and improved non-selec- 
tive herbicide being marketed under the trade 
name of Tumble-Weed 25, with wide uses as 
a weed killer and soil sterilant. 

According to the announcement, the herbi- 


(Continued on page 26) 





RECEIPTING MACHINES 


e@ Complete selection of stub and 
coupon cutting receipters with 
interchangeable die blocks for 
all utilities purposes. 

Write for FREE Catalog. 


A. C. GIBSON CO., INC. gufrato's N.Y. 
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cide is a scientifically compounded material 
containing 25 per cent sodium chlorate and a 
minimum of 75 per cent soluble borates plus 
a wetting and spreading agent. Properly ap- 
plied the herbicide is said to kill weeds and 
grasses and leave the soil sterile for a year 
or longer. 

The product is to be marketed on a national 
basis through the Eston and American Potash 
& Chemical sales organizations. Robert Finch, 
of American Potash & Chemical Corporation 
in Los Angeles, is spearheading the sales de- 
velopment work. 


G-E Offers Booklet on Metallic 
Rectifier Power Conversion 
Units 
A NEW two-color booklet describing General 

Electric’s complete line of metallic recti- 
fier power conversion units has been an- 
nounced as available from the company, 
Schenectady 5, New York. 

The illustrated 8-page bulletin, GEA-5658A, 
contains design features, performance, cir- 
cuits, applications and advantages of the G-E 
line. A chart of the dimensions, ratings, and 
weights is also included. 


Demineralization and Silica 
Removal by lon Exchange 





The Permutit Company, 330 West 42nd street, 
New York 36, New York, has prepared a 28- 
page bulletin, “Demineralization including 
Silica Removal by Ion Exchange.” 

According to the bulletin, due to its extreme- 
ly economical operating costs, as compared 
with distilled water, demineralization and 
silica removal through the medium of ion ex- 
change resins has come into very extensive use 
in all phases of industry, including the power 
plant field. 

This new bulletin, 3803, describes the chief 
applications, principles of operation, design 
features, advantages, recommendations and 
specifications of Permutit’s demineralizing 
and silica removal apparatus and synthetic 
resins. 


Servel Utility Division 
Appoints Southern Chief 


AUL R. KENNEDY of Arlington Heights, 

Ill., has been appointed southern manager 
for the public utility division of Servel, Inc., 
with headquarters in Atlanta, it was an- 
nounced recently by James F. Donnelly, Ser- 
vel’s vice president in charge of sales. 

Mr. Kennedy will be in charge of the com- 
pany’s relations with utility companies through- 
out the South. Servel’s public utility division 
was created last summer in line with the com- 
pany’s policy of establishing closer liaison with 
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4 i ‘o help explain one of the newer roles that 


ion exchangers are playing in industry, utility managements. 








No matter how you look at it... 





Some people look at printing only from the standpoint of. 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 








As specialists in every type of financial, corporate and legal 
printing, we are set up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 

Our service is complete. 








CONFIDENTIAL 
SERVICE 
SINCE 1920 
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lew! More powerful engines! NEw! Extra-powerful brakes! 
A parade of power! See the new Dodge ‘“‘Job- Super-safe brakes give smooth braking, re- 
Rated” trucks at your dealer’s today. A duced driver fatigue, greater load protection 





total of 7 big, rarin’-to-go engines, in- . new stopping ability on 1- through 24- 
cluding 3 brand-new power plants with high ton trucks! PLUS Dodge’s oversize braking 
compression ratios and higher horsepower, surface with rivet-free Cyclebond linings. 
greater cooling capacity, increased displace- 

ment, twin carburetion available on larger NEw! Truck-o-matic transmission! 


models. Plus famous features like 4-ring New Truck-o-matic transmission . . . avail- 
pistons with chrome-plated top ring, exhaust able on 4- and 34-ton models . . . saves 
valve seat inserts. shifting, lets you rock out of snow, mud, 


In addition, the new Dodge trucks offer sand. PLUS famous gyrol Fluid Drive, to 
outstanding new brakes, new no-shift trans- lengthen truck life and protect your load. 
mission, and over 50 other new features. NEW f @ver 8D fenterest 


See your Dodge dealer for the biggest truck : 
buy on anal - Reinforced cab construction, improved ex- 


h 4-ton haust system . . . tinted glass, more powerful 
For a truck, %-ton ton throug EW > heaters available. PLUS moistureproof igni- 
the N iad tion, high-torque capacity starting motors. 


“eo fits the job, see the See the new Dodge trucks at your dealer’s. 
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T’s easy to see the difference between old- 

fashioned methods of gas control and this 
up-to-date Model 54 Gasapack. Used on 
modern space heaters, it gives you many 
sales and operating advantages. 

For example, the new “Comfort Snap” 
control — instantly added to any A-P Model 
54 Manual Gasapack — converts it immedi- 
ately to automatic temperature control. 

It modulates from high to low fire... 
then quietly snaps off if no further heat is 
needed. When heat is again required, the 
control snaps the fire back to at least 50% 
of high fire . . . then modulates to suit tem- 
perature demands. 

Silent, smooth and trouble-free, this silent 
control eliminates fluttering and popping of 
flame — bans chattering, groaning and vi- 
bration. Write for Bulletin 6220 today. 


GASAPACK 


Space-Heater Control 
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- but here’s what you want today 
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Here’s what you get with the 
“Comfort Snap” Control 


the advantages of 
the Model 54 Gasapack 
— plus fully automatic 
control. 

No wiring: no wall ther- 
mostat. Attached to man- 
ual Gasapack in only a 
few minutes, 
Completely automatic 
action; modulation from 
high to low fire. 

If low fire furnishes too 
much heat, burner snaps 
off — but SILENTLY! 


Sensitive vapor-charged 
thermo- bulb efficiently 
regulates burner opera- 
tion. 

There’s no “‘bang-on... 
“*bang-off."” You get no 
hums, clicks or chatter— 
no fluttering or popping. 
Maintains constant, 
healthful room tempera- 
tures in any weather. 
Stimulates heater sales 
° . insures customer 
satisfaction. 
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A-P CONTROLS CORPORATION 
Ap) e 2400 N. 32nd Street, Milwaukee 45, Wiscomsi 


in Canada: A-P Controls Corporation, Ltd, 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Cooksville, Ontario 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 8,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CoO. 
“Lid NEWPORT NEWS, VIRGINIA 
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More and more | 
Utilities and Industries 
find the need for 
















the help you" 


INVESTIGATIONS b f 
REPORTS 
Financing «=O % 0% ® or be ore 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS os — 
RATES We invite your inquiry. 
DEPRECIATION : om 
VALUATIONS Write for our booklet describing 
CONSULTING & DESIGN ENGINEERING in detail the many services 
METERING ° 
vunemems available to you. 
INDUSTRIAL & PUBLIC RELATIONS Address: Department E 
MERCHANDISING . 
ADVERTISING 20 Pine Street, New York 5, N. Y. 
GAS CONVERSIONS 


€ 5.4 














COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Steed, New Yok E MY. 
Gacsen Michigan — Uishinglon, DO 
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Develop maximum power 
with LEFFEL hydraulic turbines 
s 





alll 





vv 
Only time will tell the story of how a 
good a hydraulic turbine really is s 
—and Leffel turbines are already © 
thoroughly time-tested, in scores * 
of installations where they have <= 


been going strong for decades 
without need of repair. 





Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 








engineers — real experts in the * 

water power field. Put Leffel's 91 a 

years of hydraulic power experi- * 

ence to work for you—now. rd] 
e 


— THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC POWER FOR SI YEARS 
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When you shop in this 
showcase of talent... 


... you can “shop” under one roof for all 
the specialized help you need without add- 
ing permanently to your payroll. EBASCO 
engineers, constructors and business con- 
sultants can help you solve your business 
problems efficiently and economically. 


Over the past half century, EBASCO spe- 
cialists have accumulated world-wide 
experience that will prove immediately 
effective when applied to your own prob- 
lems. Here are a few industries that have 
“shopped” for help at EBASCO: Pulp 
and Paper; Chemical; Food Processing; 
Glass; Manufacturing; Rubber and Tex- 


, . Const, 





tile; Electric & Gas Utilities. For these 
and many other industries EBASCO has 
designed and built new plants and ex- 
ecuted expansion plans, helped develop 
industrial relations programs, financing 
plans, and sales and public relations pro- 
cedures 


EBASCO is organized to do part or all of 
a job for either large companies or small. 
To see exactly how EBASCO can serve 
you best, write for your copy of “The 
Inside Story of Outside Help’’. Write to: 
Ebasco Services Incorporated, Dept. W., 
Two Rector Street, New York 6, N. Y. 


EBASCO SERVICES 


New York 


Chicago - Washington, D.C. 


oT INCORPORATED y : 
oq EBiscokmeen ee 3 Business Studies - Consufting Engineering - Design & Construction - Financial 


+ Inspection & Expediting - insurance & Pensions - Office Modernization 


“naa, consett™™ 


rutene «8 ayy ty Research - Sales & Marketing - Systems & Methods - Taxes - Traffic 
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: OVER 6 YEARS 









PROOF OF PERFORMANCE 








ALTERNATOR SYST 











Since 1946 Leece-Neville AC-DC Alter- 
SOME OF THE MANY UTILITIES nator Systems have been delivering un- 
USING THE LEECE-NEVILLE matched performance. On 2-way radio 

cars and trucks...or wherever current 
ALTERNATOR SYSTEM . demands are high, L-N Alternators give: 



























Public Service Co. of New Mexico ~*  @ 251035 amps with engine idling 
Hydro Electric System, Winnipeg ‘ gee ample capacity to carry the 

Light & Water Department, Columbus, Miss. eee entire electrical accessory load 
Northwestern Electric Coop., Okla. ‘ e fully charged batteries always 


Corn Belt Electric Coop., Bloomington, Ill. “+ ** @ better radio operation 


> There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- =, 


Peoples Gas, Light and Coke Co., Chicago tems; 60 to 150 amps for.I2-volt systems. 
Portland General Electric Co., Portland, Ore. ; , 


The California Electric Power Co., Riverside 


The Dayton Power and Light Co. 


> S2 Ask us to arrange a demonstration of the 

. © of L-N Alternator for your fleet. Or write for 
: all the.facts. The Leece-Neville Company, 
“Cleveland 14, Ohio. Distributors in princi- 

pal cities...Service Stations everywhere. 


Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 





YOU CAN 
RELY on 








(eece- 
| Ie" ville 
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Again in 
Southern California it’s 


Exide -Manchex 


This modern 16,000- to 40,000-volt 
substation serves one of the busiest 
and most closely built-up areas of 
the Golden State. The station is the 
Duplex type employing outdoor 
metal-clad switchgear. Control power 
is provided by dependable Exide- 
Manchex batteries which assure: 


POSITIVE OPERATION: Depend- 
able performance at ample voltage 
with no switchgear failures. 


INSTANTANEOUS POWER: High 
rates for switchgear operation with 
adequate reserve power for all other 
control circuits and for emer- 
gency lighting. 


LOW OPERATING COST: Ex- 
tremely low internal resistance. 


LOW MAINTENANCE COSTS: 
Water required about twice a year. 
No change of chemical solution dur- 
ing life of battery. 


LOW DEPRECIATION: Sturdy, 
long-life construction. 


GREATER CAPACITY in a given 
amount of space avoids overcrowding. 











cee & 


Installation of 60-cell DM +o 
E-SA Ex 
movnted on two-level rack built to ro tea 9 starting 










3 





Various sizes and types of Exide 
Batteries are available in plastic 
containers. 


aici 

















Exide-Manchex is your best battery buy 
for all control and substation services. 





THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 


Exide Batteries of Canada, Ltd., Toronto 


“Exide” and “‘Manchex”™ 
Reg. T.M. U.S. Pat. OF. 















Views in yord of Southern C 

alifornia 
pany showing metal-clad ewthcsa saeaiiies 
operated by Exide-Manchex botteries. 





1888... DEPENDABLE BATTERIES FOR 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











THe American ApprRaAIsAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


cz Ford, Bacon & Davis 


VALUATIONS j CONSTRUCTION 
Engineers °onsrtycrs 


REPORTS 








NEW YORK @ CHICAGO @ LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) sip: 


(efell} GILBERT ASSOCIATES 


INCORPORATED 
FOUNDED 1906 ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON © PHILADELPHIA + ROME * MANILA + MEDELLIN 


Janu: 




















W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return ( 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 














Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 














Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 06/1 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 








rc 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Mention the Fortnicutity—I/t identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 
Tne Fu ljia n Coyroualion 


ENGINEERS ° CONS TSBOEGCrTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





GAS 
ELECTRIC 
WATER 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS mura 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 


80 FEDERAL STREET -=- BOSTON 10, MASS. 








RATES 
SAFETY 


TAXES 


MIDDLE WEST FINANCE 


PENSIONS SE INSURANCE 

BUDGETING RVICE ADVERTISING 

PERSONNEL co ACCOUNTING 
> 


ENGINEERING 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


SALES PROMOTION 











331 SOUTH LA SALLE STREET. 


Pioneer Service &Endineering Co. 


CONSULTING, DESIGNING AND 3) SPECIALISTS IN 


ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


OPERATING ENGINEERS 
PURCHASING 













IN THE 
INDUSTRY 


OUTSTANDING 





Complete Services for 
Gas and Electric Utilities 


eS ledy Men as (1199-1 CMO ADE Teale], Designing * Engineering * Construction 


Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. fe Piping ° Equipment © Surveys ° Plans 




















Steam or Diesel Power Plants 
Alterations * Expansions 
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PROFESSIONAL DIRECTORY (continued) 








' THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. 


BIRMINGHAM, ALA. 








SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Janual 
ees 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Suvese and Industrial Wastes Problems 
Airfields, Refuse Incinerators, Dams 
Power Plants, Flood Control 
In dustrial Buildings 

. Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis Ind. 

















BoppDyY-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
echnical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anp SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 
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ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Microwave Services, Inc. 
“Architects of Modern Communications" 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


45 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 











HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electrio } ad Projects 
Transmission Lines, System Management, 
Dams, Foundations, STrarbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 





A. S. SCHULMAN ELEctTRrRIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — POWER STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 








Testing + Inspection « Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York ¢ Philadelphia * Providence * Dallas 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSALLE Sr., Cuicaco 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
eee — STUDIES — REPORTS — 
SIGN — SUPERVISION 


-_— — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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37 
rs A MATTER OF RECORD 
~ That the availability for service of your boiler feed PUMP and the cost of main- 
» BN) taining it in top condition is determined by design - -- workmanship and materials 
31 of construction. 
37 
rT] i7’S A MATTER OF RECORD 
" Pacific's designs provide the balanced proportions that insure mechanical strength 
_.. the simplicity of form that insures hydraulic efficiency - -- material efficiency 
_.. easy maintenance. 

HY is A MATTER OF RECORD 
39 Pacific’s precision workmanship provides - - - metal-to-metal sealing of internal 
2 joints to prevent water jetting from a high to a low pressure area -- truly con- 

centric shaft sleeves - - - close sliding fits, making it unnecessary to “shrink” im- 

pellers on the pump shaft. 
29 

i7’s A MATTER OF RECORD 

Pacific Boiler Feed Pumps ore fabricated from materials carefully selected for 
7 specific functions - - - steel forgings for structural strength and stability - - - alloy 
37 steels for hardness - - - resistance to wear an to corrosion-erosion- 
r iW’s A MATTER OF RECORD 
: Pacific Multi-Stage Boiler Feed Pumps ore built for capacities to 2700 G.P.M. --- 
8 Discharge Pressure tO 3000 psig - - _ speeds to 5000 R.P.M. -- Bulletin 109 for 
details. 
e Pacific Single Stag® TURBOPUMPS are built for capacities to 1000 G.P.M. . -- 
- Discharge Pressures 10 1800 psid --- Speeds to 10,000 R.P.M.--> Bulletin 118 for 
details. 
er ae ry 
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The STS Transocket® 


Connect the service leads 
..- plug in the meter... 


There’s no need to devise special metering 
facilities for heavy current applications when 
you use Westinghouse Transockets. All com- 
ponents are in place . . . complete with sec- 
ondary wiring... ready for installation... all 
in a single package! Just connect the service 
leads, plug in the meter . . . that’s all. 


The STU High-Capacity Socket lets you uti- 
lize the full inherent capacity of Westinghouse 
50-ampere meters, when installed on services 
using #4/0 wire. It’s now available for poly- 
phase as well as for single-phase applications. 
The STS Transocket combines the socket 
and Type MR current transformers in one 
compact enclosure ... handles heavy loads 
up to 400 amperes. 

Both units are ready to install . . . inexpen- 


















The STU Heavy-Duty Socket 


sively ... easily... and take standard S-Type 
meters. 


Here’s real help! The Westinzhouse 
“Meter Socket Selector,” B-5284, makes it 
easy for you to select the proper socket for any 
application. It’s 20 pages, 
fully illustrated, covering all 


types of service... all capac- ” ™ 
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ities. To get your copy, write: 
Westinghouse Electric Cor- 
poration, P. O. Box 868, 
Pittsburgh 30, Pa. j.40426-B 
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